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HE Pure Oil Company produces, refines, and markets a complete line of petroleum 
products including: Purol-Ethyl, a premium grade gasoline plus Ethyl; Purol-Pep, 
the Gyro refined anti-knock gasoline at “regular’”’ price; Tiolene, 100% Super-Pennsyl- 
vania Motor Oil, and a full line of industrial lubricants of proven quality and economy. 


4m. PURE OIL COMPANY, U. 5S. 
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| published by 


Ontario 
Finance Corporation 





Rochester rae Tek ae 





WIVESTOGRAPAS 


New York 


BEFORE YOU INVEST — 


TOMORROW'S 
il! Common STOCK POSSIBILITIES 


r— 





INVESTOGRAPA = 


. . tevealed in Today’ S 
INVESTOGRAPHS 


Modern i investment science is strikingly exemplified i in the perfected 
Investograph Service. Now it is possible to carry out your market 
activities with a clear, photographic picture of ALL the necessary 
facts as a basis for reaching your decisions. You can know, with 
every reasonable assurance, what to expect from your holdings or 
contemplated purchases. Thus you will be able to make the most 
of the opportunities for profit which exist now and which will 
increase later as the market improves. 


The Investograph Service comprises a compact volume of 2 50 
three-color charts which give graphic, essential data regarding the 
active listed stocks to which they apply—at a glance. On the 
reverse side of each chart, supplementary information is presented 
clearly and concisely. The historical record of every company cov- 
ered is reviewed over a period of years. The tables are simple and 
ingenious and contain information never before available. 


Investographs show instantly the present status of the various 
companies and indicate trends —the most dependable known guides 
to future possibilities. With this unique and comprehensive statistical 
service go complete and reliable instructions for reading and:inter- 


-preting all data, so that even the most inexperienced investors can 


grasp the facts presented. The desirability of the Service is indicated 
by the fact that it is now used by hundreds of foremost investment 
trusts and trading corporations, banks, brokerage houses, universi- 
ties, and individuals. Its economical cost — $95 for the complete 
service—makes it a profitable investment for anyone who buys a 
minimum of 100 shares a year. 


To receive descriptive booklet or the complete service 
without obligation, check the one you desire on the cou- 
pon below and mail today, attached to your letterhead. 


Ontario Finance Corp. 

31 Gibbs Street, Dept. 4 

Rochester, ie 

{] Kindly mail descriptive booklet. 

iy Kindly ship complete Investograph volume for free examina- 


tion. It is agreed that after 10 days the service will either be | 
returned for full credit or paid for. 
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Our Current 


Investment Review 


discusses 


THE CASE 
for 
SECONDARY 
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A copy will be sent upon request 


Paine, Webber 
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. .. and many say, 


the “GREATEST” 


CONFIDENCE, like loyalty, 
is something that is never 
beaten into anybody. It is 
inspired. 


The confidence of the public, 
inspired by more than a quar- 
ter of a century of fair deal- 
ing with rigorous adherence 
to an IDEAL, is a priceless 
asset of Stewart-Warner. 


Out of it has grown what is 
today recognized as the larg- 
est organization of its kind in 
the world. And many say, 
the greatest. 


Copy of latest financial report 
and list of products manufac- 
tured will be mailed to any 
address upon application. 





STEWART-WARNER 
CORPORATION 


1826 Diversey Parkway Chicago 
and subsidiaries 
Stewart-Warner-Alemite Corp’n 
of Canada, Led. 

The Alemite Corp’n 
The Bassick Co. 

The Stewert Die Casting Corp'n 
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Usefulness of Eleetrie Service Inereased 


Customers of Standard Gas and Electric Company 

system find new uses for electricity; Per capita use 

increases; Additions to generating capacity required; 
New business development will continue. 





[nr customers of subsidiary 
and affiliated public utility companies of 
Standard Gas and Electric Company dem- 
onstrated the growing usefulness of elec- 
tric service by increasing the average use of 
electricity ten per cent in 1930. The aver- 
age annual use of electricity per residential 
customer increased from 550 to 605 kilo- 


watt hours during the year. 


Efforts to increase the usefulness of the 
service to the public through the sale of 
labor-saving appliances were not confined 
to the system’s own stores. By active co-op- 
eration through sales and advertising, other 
dealers offering such appliances were 


assisted in every way possible. 


As a result of the increased use of service 
by the public, and giving due consideration 
to estimated future demands, the system 
increased its electric generating 

: ; f 
capacity 144,917 kilowatts to a total 
of 1,539,637 kilowatts, and made 


numerous extensions of transmission 


> BYLLESBY 





and distribution lines. Gross construction 
expenditures for additions and replace- 
ments during 1930 were $55,561,000. 
Service demands of the public require a con- 
struction budget of $45,068,000 for 1931. 

The system serves 1,137,000 electric 
customers of all classes—residential, rural, 
commercial and industrial—nearly 30,000 
having been added during 1930. Notewor- 
thy progress was made in the extension of 


service to farms and other rural customers. 


The total output of electric energy for 
the year was 4,594,750,000 kilowatt-hours. 
The net increase of new business actually 
connected to the system’s lines totaled 
189,600 kilowatts, and at the end of 1930a 
total of 3,312,475 kilowatts of connected 
load was served. 

Sound development of new business, 
with particular emphasis on increas- 
ing the usefulness of the service to 
the public in every way, will con- 


tinue in the future as it has in the past. 


Byllesby Engineering and Management Corporation 


{Wholly-owned subsidiary of Standard Gas and Eleetric Company) 


231 SOUTH LA SALLE STREET, CHICAGO 
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TWO GREAT IMPROVEMENTS 
We Have Undertaken 
in Our Distribution System 


S A PART of our continuous effort to better our electric service, 
two great improvements are being carried out by these Com- 
panies. We have undertaken the removal of all overhead distribu- 
tion lines—they exist now only in the less congested sections of the 
territory we serve. We are rapidly extending the alternating cur- 
rent network distribution system into new parts of the city, and 
rebuilding and improving network distribution now existing. 


Last year we substituted underground distribution for overhead 
poles and wires on 155 miles of streets. We installed new three- 
phase network distribution in 291 miles of streets. 


This work required the expenditure of large sums of money and 
gave employment to thousands of construction workers in a period 


of business depression. 


From this work there will result greater assurance of continuity 
of service; better voltage regulation; and we shall be better able 
to handle customers’ increasing demands for electric current. 


We consider this program also a contribution to civic improve- 
ment. It will largely obviate the necessity for future tearing up of 
streets, and by_ridding them of overhead pole and wire distribu- 
tion lines will improve their appearance and add to the value of 


neighboring property. 





The New York Edison Company 
Brooklyn Edison Company, Inc. 
The United Electric Light and Power Company 
New York and Queens Electric Light and Power Company 
The Yonkers Electric Light and Power Company 





Consolidated Gas Company System 
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THE 
COMMONWEALTH 


& SOUTHERN 
TERRITORY 


HE territory served by the operating com- 

panies of The Commonwealth & Southern 

Corporation is aregion of widely diversified 
natural resources. The important commercial po- 
sition of the numerous cities and towns served is 
due principally to certain economic advantages 
which are essential to successful manufacturing, 
viz., accessible sources of raw materials, satisfac- 
tory labor conditions, dependable supplies of 
power at low cost and direct transportation facil- 
ities to distributing centers and large consuming 
markets. 


This territory also contains some of the richest 
and most fertile farming sections in the United 
States as well as substantial deposits of coal and 
other minerals. Conditions of this character 
make for progressive community development 
along sound, permanent lines. 


For market studies and industrial information in 
matters of manufacturing locations or branch 
plant development, the services of the Industrial 
Development Department are available. Inquir- 
ies are treated in confidence. 


Address 
INDUSTRIAL DEVELOPMENT DEPARTMENT 
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Latest Edition, Now Ready — Send your order today 











The Magazine of Wall Street’s Monthly 


“Adjustable Stock Ratings” 


Keep you posted on current developments and invest- 
ment outlook for every New York Stock Exchange 
Security and important Curb Market Securities. 


'G pte monthly “Adjustable Stock Ratings” will be of inesti- 
mable help to all subscribers to THE MAGAZINE OF WALL 
STREET in keeping up-to-date on all securities in which they 
may be interested and in checking changes in the outlook for 
securities previously purchased. 





If you are already a sub- 
scriber to The Magazine of 
Wall Street, write at once for 
special offer that will enable 
you to have this guide every 
month. Newsstand readers 
can obtain this valuable 
guide by taking advantage of 
special offer below. Every 
investor needs the guidance 
of this rating book — 1931 
profits depend on knowing 
the actual prospects for your 
company. This book gives 
you the latest available facts 
every month. 


Now, more than ever with business turning the corner, you will 
want the guidance of THE MAGAZINE OF WALL STREET supple- 
mented by our “Adjustable Stock Ratings” so that you can— 


—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 
—Know what industries are progressing—which are declining. 
—Know what companies offer the soundest profit possibilities. 
—Have all the essential facts all the time. 


Original Methods 


Our Ratings show both the outlook for the industry and the 











Special Advantages 


—Handy Pocket Size. 





position of the security in that industry, whether good or bad, 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or selling 
any security consult these ratings. Business conditions naturally 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
if a change has taken place in the outlook for their holdings. 


Our Comments are changed frequently. keeping you up-to-the- 
minute on new developments likely to affect prices. 
Our Conclusions are based on intensive analyses of the com- 


bined fundamentals for each security—plus the current technical 
position and future outlook for the general market. 


—For your convenience in quickly locating any Company, all the 
stocks, whether New York Stock Exchange or Curb, are ar- 
ranged in one alphabetical list, marked with an “N” or “C.” 

—Numbered lines and special division markers enable you to 
get all the essential data at a glance. 

—The Industry the Security represents—and other special indus- 
trial activities are shown, as these are of prime importance in 
judging the future of a company. 

Statistical Data:—You will find the important statistics so 
essential in judging and keeping track of your company—earn- 
ings—price range—dividend information—funded debt—shares 
outstanding—ticker symbols, and latest interim earnings available. 


Assembled in concise form, this booklet gives you—at a glance—information absolutely _neces- 
sary to every investor. These “Adjustable Stock Ratings,” in combination with THE MaGa- 
ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book—128-Page Investment Book 
For a limited time we offer THE MaGAzIne or WALL Street for one year, including full consultation privileges of our Personal Service 
Department, and a copy of our 128-page investment book “How to Invest for Income and Profit” (regular price $7.50) and the Monthly 
“Adjustable Stock Ratings” one year (regular price $2.50)—all for $9.00. If you are a subscriber now, the expiration date of your 
current subscription will be extended accordingly. 


--<-<———----- Mail This Coupon Today—————————————-—-—-—-——~—~"1 


The Magazine of Wall Street June 27, R. B. 1931 
42 Broadway, New York, N. Y. 


Enclosed is my check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year (26 
issues) including full consultation privileges of your Personal Service Department and also send me the next 12 issues 
of the Monthly “Adjustable Stock Ratings.” (If your order is received within 10 days we will also send you our new 
book, “How to Invest for Income and Profit.”) 
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Canadian Postage 50c additional per year; Foreign $1.00 
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useful economic function in testing the strength or 

weakness of our leading industries, providing in- 
vestors with fresh evidence and perspective on which to 
base their judgment of future probabilities. Since this issue 
of THE MAGAZINE OF WALL STREET is devoted especially 
to the public utility industry, it is a pertinent occasion to 
re-appraise its place in our business structure, with par- 
ticular consideration of the gratifying manner in which 
the adverse conditions of the last two years have been, and 
are being, met. 

Along with agriculture, construction, steel, the railroads, 
the textiles, oil and automobiles, the public utilities are one 
of the vital pillars of our economic structure. None has 
better withstood the strains and stresses of depression; none 
has so conclusively demonstrated inherent stability of earn- 
ing power. The aggregate investment in public utilities 
now exceeds 25 billions of dollars, approximating the rail- 
road investment. But what a contrast between the present 
situation of the utilities and that of the rails, or of various 
other leading industries! Doubtlessly pessimism has been 
carried to an extreme in many instances but there is no 
blinking the fact of a drastic reduction of earnings in most 
fields of enterprise and the resultant 


[) eta econ as it is, a major depression serves a 


The Most Popular Industry 


with Investors 









ment in rail bonds, for example, there is at present a steady 
growth in holdings of utility bonds. 

The enviable position of the utilities today is the result 
of approximately fifty years of growth and rests upon fac- 
tors so inherent and so obvious as to be familiar to all. 
Most of us at least in the more densely settled part of the 
country take electricity and gas almost as much for granted 
as the air we breathe. The bulk of what the utilities have 
to sell, we have to buy in good times and bad. It'is certain 
that we will buy more and more in the future, as these 
essential public services are extended to rural areas and as 
the persistent increase in American standards of living 
steadily raises the home consumption. As strikingly shown 
in the article which leads the public utility section of this 
issue, the record of the last decade points to an increase 
of 90 per cent in production of electricity by the year 
1940. 

In comparison with the vast utility investment, the 
annual bill paid by the utilities customers is relatively 
moderate. In other words, the money value of the utility 
output is out of all proportion to the industry’s real im- 
portance in our economic life. This is due to an efficiency 
of production by means of which the consumer’s dollar, in 
terms of utility service, has grown 
steadily in value with the years. It 





lowering of investment confidence. 

No better indication of continu- 
ing confidence in the utilities can 
be had than the common assumption, 
taken as a matter of course, that 
the outlook in this industry is un- 
dimmed. Predictions of further re- 
markable expansion in the uses of 
electricity and gas in the next dec- 
ade occasion little surprise. That is 
what everyone expects and there is 
every reason to believe that, for 
once, a popular point of view is 
soundly founded. Dividends of the 
seasoned utilities, generally speak- 
ing, have been maintained and are 
supported even by depressed earn- 
ings. The public utility stocks have 
shown a relatively greater resistance 
to market decline than other major 
securities groups. Of far more im- 
portance is the increasing esteem in 
which public utility bonds are held 
by investors, institutional and other- 
wise. The best of such bonds are tak- 
ing a firmer and firmer hold as legal 
investments for savings banks and in- 
surance companies. Against a static 











is in the frequent voluntary lower- 
ing of rates, with the sound object 
of increasing consumption, that 
there perhaps lies the industry’s 
strongest shield against demagogic 
political attack. 
That attack now gives promise of 
‘looming large in the political de- 
velopments of the next year. It is 
to be hoped that the American pub- 
lic, which is increasingly a public of 
investors, will not permit itself to 
be misled. It is abundantly clear 
that political baiting of the railroads 
has added no whit to our welfare. 
Political attack on the utilities may 
well be a similar threat to the wel-, 
fare both of utility investors and 
consumers. In the very nature of 
the business, of course, some degree 
of governmental regulation is proper 
and inevitable. We have such 
regulation now. The danger is that 
some politicians apparently desire to 
tighten it to a degree which would 
hamstring private initiative and thus 
impede the raising of new capital 
for necessary future expansion. 








tendency of institutional invest- 
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Take 
Advantage of Today’s 


Income Possibilities 


Not for a decade has your money commanded such oppor- 
tunities for high yield. A situation like the present may not recur 
for many years to come. Now, with prices of sound securities at 
bargain levels, is the time to lay the foundation for your retirement 
fund. 


At its current low price, the cash value of the stock and cash 
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Investment and Business [rend 


Suspended International Payments — Utilities 
Versus the Demagogues—T he Confident View— 
Buying Their Own Stock—The Market Prospect 


SUSPENDED INTER- ORLD politics 
NATIONAL PAYMENTS \V and world 

business have 
received the most important and far-reaching pro- 
nouncement since the ratification of the Young Plan. 
Europe has been clamoring for debt cancellation almost 
since the advent of the depression. “Let wealthy 
America hold the bag” has been the sense of her dic- 
tum, which has been given added force by all manner 
of direct and indirect political and economic pressure. 
Finally, we have bowed, but our consent to alleviate 
the burden of international payments has been handled 
in a most constructive and satisfactory manner. The 
President’s program of suspension of all payments to 
us, of both principal and interest, over a period of a 
year will no doubt do much to hasten a general recov- 
ery from the depression now current throughout the 
world. It will relieve the financial tension threatening 
in Germany and should foster a more confident re- 
sumption of international trade. Perhaps its most 
salutary effect on international relations, however, is a 
statement of the position of this country on the ques 
tion of cancellation. Our former allies have been 
evincing the greatest sympathy with the protestations 
of Germany that the reparations payments are beyond 


her strength; although it is both amusing and signifi- 
cant to note in this connection that immediately fol- 
lowing our proposal of suspension France appears un- 
willing to forego Germany’s reparation payments to 
her. In other words, previous sympathy with Ger- 
many was apparently designed largely to force cancel- 
lation from America,—the international Santa Claus 
who might be made the international goat. Now, 
however, our position is clear. The world has been 
told definitely that while we are willing to lighten the 
burden on those whose condition may be less favorable 
than our own, we have no intention of completely ex- 
punging the debt. Temporarily we assume the heavier 
load, but eventually those who can pay, must,—and 
there can be no question of ultimate ability. For ex- 
ample, it is true that Germany is hard-pressed just now. 
Yet there is no justification in her basic economic posi- 
tion for cancellation. Her war debt and her pre-war 
national debt were wiped out by the inflation of the 
old mark and substitution of a new one. Her present 
national debt consists mainly of the reparations bill. 
Cancel that and she has virtually no debt; whereas 
the United States, her principal competitor, would have 
to carry the full load of a sixteen billion dollar debt. 
This is a matter that comes home to every tax-payer 
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and every investor. Germany has virtually recovered 
from the effects of the war and in some respects her 
industrial strength is greater than it was. She has even 
built up her working capital to half what it was and 
until recently has had no difficulty in procuring credit 
to take care of the rest. Perhaps we have been un- 
warrantedly frightened into our policy of suspension 
but if we are firm about ultimate collection it will 
prove a wise move regardless of motives. From the 
standpoint of immediate effect there is nothing to 
wax over-bullish about. In the long run, however, 
it will doubtless react to the hastening of business re- 
covery the world over, and in this sense is entitled to 
high praise. 


—_ 


THE UTILITIES VS. HE radical elements 
THE DEMAGOGUES ‘i of both the great 

parties are evidently 
intent upon making federal regulation of the utilities 
the great issue of the 1932 presidential campaign. It 
is even possible that Governor Pinchot may launch 
a third party on that issue, with himself as the cham- 
pion of the people oppressed by his conception of a 
monstrous power trust with its slimy tentacles reaching 
into the home and pocketbooks of the down-trodden 
masses. Few will be fooled by such distortion, nor are 
such attacks to be feared. There is nothing particularly 
disturbing to the investing public of proposals for Fed- 
eral regulation of utilities, taken by themselves, insofar 
as they are interstate. Security prices may on occasion 
reflect the verbal assaults on the utilities but such 
effects should be transitory. Earnings would be af- 
fected not at all. Moreover, everyone knows that years 
of investigation of the most searching kind by the Fed- 
eral Trade Commission have revealed little to the dis- 
credit of the utility corporations and much to their 
credit. Even some instances of over-capitalization and 
excessive promotion charges are a bagatelle compared 
with the waste and malfeasance that would have re- 
sulted from governmental ownership and administra- 
tion. The utilities corporations are public servants, 
and they have served the public well. Their record 
constitutes, in fact, an impregnable argument from ex- 
perience for the entrustment of public services to pri- 
vate management instead of bureaus and bureaucrats. 


r=_ 


THE CONFIDENT USINESS will receive 
VIEW B much _ encouragement 

from President Hoover's 
Indianapolis address. This time the President did not 
seek to encourage by prophecies of early and rapid 
business recovery, which was his mistaken method last 
year. He rightly voiced that confidence, however in- 
active, that most Americans have that we shall safely 
ride through the present storm and arrive at better 
things than we ever have had. But he did more than 
that, for he impressively marshalled the reasons for 
his confidence and demonstrated that much of our 
trouble at the n‘oment is due to fear and apprehension 
rather than to actual conditions of trade and industry. 
His vigorous defense of our American economic system 


as contrasted with Communism was inspiring and will 
powerfully help to dissipate the pink defeatism that 
has obsessed so many minds. His discussion of what 
he called America’s twenty-year plan was, however, 
disappointing, for upon examination it proves to be no 
plan at all, being merely a projection into the future 
of what we are doing without a national plan. It 
would have been inspiring if our chief executive had 
offered some suggestions for such an orderly direction 
of business as would prevent the excesses which accen- 
tuate business depressions even if they do not cause 
them. Disappointing also was the President’s omission 
of any proposals for constructive effort to alleviate 
present distress. He might well have advocated early 
revisions of railway rates, which would have an im- 
mediately favorable effect upon the railroads, their se- 
curities, insurance companies and banks. He might 
have spoken a good word for the utility companies 
now under unwarranted political attack. He might 
have told us what the government is planning to do 
to reduce the huge national budgets and their attend- 
ant taxation—budgets that are running ten times as 
much as they were twenty years ago. He has often 
discoursed about the evils of government in busness; 
this time he might have told us about his plans, if 
any. for taking the government out of business. We 
realize that every president is necessarily a politician 
as well as a statesman, but Herbert Hoover is best as 
a politician when he is best as a statesman. 


a 


BUYING THEIR OMFORTABLY supplied 
OWN STOCK with cash, various cor- 

porations are taking ad- 
vantage of the low quotations brought about by de- 
pressed earnings and public pessimism to buy their 
own securities, either for investment or for purposes 
of retirement. This is a special factor to which the 
general investor should give careful attention. Where 
companies have bought their preferred or common 
stocks for investment the return often is high. Of 
more importance, acquisition of bonds or of preferred 
or common stocks for retirement increases the equity 
behind remaining securities, with the result that when 
business recovers the per share profit will be magnified. 
Some corporations are in a position to follow this 
course because of the fat earnings garnered in recent 
prosperous years. Others utilized the boom markets 
of 1928 and 1929 for stock financing, without invest- 
ing the proceeds at that time. The trend toward 
security retirement is particularly pronounced among 
investment trusts of the management type, there being 
an added inducement in the fact that such stocks gen- 
erally are selling well under their liquidating values. 


i 


THE MARKET UR most recent investment 
PROSPECT QO advice will be found in the 
discussion of the prospective 
trend of the market on page 272. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions in this issue. 
Monday, June 22, 1931. 
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Taking the Pulse of Business 


No Further Decline Expected as Busi- 
ness Holds its Grounds in Dull Period 
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HE current picture of business is typical of the later 
phases of the major depression. Undoubtedly the 
most adverse conditions have already been en- 

countered, an adjustment of operations to present mar- 
ket demands is largely completed in many, if not most, 
industries. Yet the impulse of business as a whole to 
advance is as yet feeble. This lethargy is clearly 
depicted by the cost of business credit line which 
has been steadily declining for almost two years and 
now stands at its lowest point. Obviously there is 
plenty of credit available to borrowers of unquestioned 
responsibility, but they have ample resources just now 
without borrowing. Reports show that corporate 
working capital is fully as large at present as at any 
time in the country’s history. Bank deposits are only 
a few per cent lower than before the panic of 1929, 
and yet the custodians of all this liquid wealth refuse 
to assume the initiative in breaking the present dead- 
lock by releasing these hoarded billions into construc- 
tive channels. Why? Largely because business as yet 
lacks the courage to embark upon expansion and has 
no occasion to demand funds for even short term 
financing. 


It is true that there is some increase in general busi- 
ness activity. The curve above which indicates this 
tendency has been advancing at an accelerated rate 
and recently entered new high ground on the recovery. 
Too much weight, however, cannot be ascribed to this 
trend until the new order curve moves in a similar 
direction. That is to say, the increased activity cannot 
be long sustained unless it is soundly backed by a vol- 
ume of larger buying. This cannot be expected in the 
period immediately ahead when summer dullness cus- 
tomarily engulfs nearly all industries and operations 
proceed on reduced schedules. Recent action of the 
stock market as revealed by the common stock index 
line is in accord with this situation. Until popular 
imagination was artificially and unwarrantedly fired to 
a point where a rapid rise set in, on the President's 
debt suspension program, extreme dullness prevailed 
as investors, as well as those close to the corporations, 
realized that despite the adjustment of business to de- 
pression conditions, the trend of recovery will be at 
an execeedingly slow pace, if it is perceptible at all, 
until the more stimulating Fall influences begin to be 
felt a few weeks hence. 











BUSINESS, FINANCIAL and INVESTMENT COUNSELORS 
1907—"Over “Twenty~Three Years of Service’—1931 








for JUNE 27, 1931 


271 








UOC OOO 


Nat Lowell Etching, Courtesy J. Assenheim & Son 


Market Strength is on [rial 


Proposed Suspension of International Payments Provides 
Temporary Stimulus But Further Tests Must Be Met 


By A. T. Miter 


HE stock market has received the most important 

psychological stimulus of the year in the wholly un- 

expected proposal of the United States Government 
for a moratorium on the international public debts. It is 
impossible to weigh this announcement carefully on the 
basis of a few days of spasmodic speculative reaction, 
although it unquestionably becomes at once one of the 
major factors which will influence market reasoning in com- 
ing months. Whether in the future we will be able to 
look back upon it as the actual start of the turn from de- 
pression to revival is by no means so clear, or so definite 
as the first burst of market activity would suggest. 

The decision of President Hoover represents a change 
from an attitude >f passivity to one of action. It is the 
first time since the closing months of 1929 that a definite, 
organized attempt to apply a remedial program to the 
depression has been ventured. Direct action in 1929 was 
to a large extent a failure, for we at that time faced a 
necessary and inevitable deflation which nothing could 
stem. Delaying the process of liquidation only made mat: 
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ters worse. It is clear that a “managed revival” at present 
at least would have the advantage of better timing, coming 
after deflation has gone to drastic lengths. It is not at 
all clear at this writing whether the decision to strike dra- 
matically at the international debt problem rests upon this 
desire to take advantage of timely opportunity or whether 
it is, in effect, a gesture of desperation, aimed to eliminate 
real or imaginary foreign dangers, particularly in Ger 
many. ae 

Only the passage of time can reveal whether it is much 
more than another incident in an economic crisis, however 
hopeful may be the immediate response. Until the injec’ 
tion of this wholly fresh element, the market's rally from 
the low point of June 2 appeared to carry little of real 
significance. It was accompanied by some improvement 1n 
sentiment, but not by a real change of sentiment, the altered 
speculative attitude probably depending more upon the 
action of the market than the market upon it. Mass fear, 
reflected in an insistent urge of speculators and investors 
to get out at any cost, was simply modified by an increas 
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ing inclination to suspend judgment until the course of 
events offered a fresh basis for orientation. 

Such a temporary change of attitude is an almost auto- 
matic result of any protracted period of acute market weak- 
ness. It rests primarily upon a badly oversold position. 
Given this appropriate setting, the market responds readily 
to any tangible development appealing to the speculative 
imagination and recreating a spark of hope. Such develop- 
ments frequently do not lack an element of skillful manage- 
ment. Whether by coincidence or not, it is impossible to 
ignore the fact that the telling stroke from Washington 
represents the climax of a series of events which might 
well be calculated in advance to have a market effect. 


Induced Strength 


The first of these was the action of the Stock Exchange 
in focusing disciplinary scrutiny upon large scale bearish 
operations. The next, showing the more favorable attitude 
of powerful interests, was the action of leading banks in 
reducing their margin requirements from 25 per cent to 
20 per cent, a change quickly followed by brokers. The 
third event in the series was the movement of the railroads 
in presenting to the Interstate Commerce Commission their 
application for an increase of 15 per cent in freight rates. 
As pointed out in our previous issue this step origi- 
nated in the insistence of certain large insurance com- 
panies, interested in protecting their own railway invest- 
ments, that aggressive action be taken to bolster railroad 
credit. 

These developments were sufficient to induce a virtually 
automatic rally which in eight trading sessions lifted the 
market's price level by approximately 14 per cent. It was 
an identical technical reversal which began last December 
17, led, as was the recent turn, by the railway stocks and 
influenced by formal revelation of the plan of Eastern rail- 
road consolidation, that dramatic announcement from the 
White House having a psy- 


tainly is worthwhile, although it is open to question 
whether this danger was as genuine as portrayed. It is 
also a matter of opinion whether the foreign nations under 
present conditions are genuinely unable to meet their public 
obligations. Moreover, it must be borne in mind that the 
proposed moratorium at best is a temporary expedient, 
postponing solution of a basic international problem in the 
hope that business revival will make the ultimate solution 
easier. At worst, it can result ultimately in the shifting 
of some billions of dollars of the cost of the war entirely 
on the shoulders of the American taxpayer. This would 
certainly be bullish on European business but less so on 
the prospect of long term recovery here. 

The importance of the buying induced by the President’s 
statement is conjectural but no doubt will be revealed to 
some extent by the performance of the market in the next 
few weeks. Much of the lifting force unquestionably rep- 
resented a stampede of shorts, caught by surprise. There 
has also been a spurt in speculative buying of the impulsive 
variety. More important investment interests seldom alter 
their attitude on such snap-judgment and, far from adding 
their purchasing power to the current movement, may, 
indeed, find reason to accept higher prices as an oppor- 
tunity to complete necessary liquidation. 


Future Tests to be Met 


It need hardly be said that any dramatic development 
is usually examined at first only from one point of view. 
Later other sides of the picture inevitably present them- 
selves as the first splurge of speculative enthusiasm is tem- 
pered. The moratorium program faces two obvious hurdles. 
It remains to be seen whether serious opposition will de- 
velop in Congress. It remains to be seen whether French 
opinion will fall into line. If both hurdles are passed, the 
question will remain whether the remedy injected into 
world business will really prove as effective and as im- 

mediate in its results as is now 





hoped. 





chological purpose similar to that 
of the recent rate application. 
The December rally carried 
prices up 13 per cent by January 
23 and was followed by a fort- 
night of dullness. This phase, it 
will be recalled, was abruptly 
broken late in a quiet Saturday 
session on February 7 when pro- 
fessional interests launched one 
of the most effective artificial ral- 
lies of recent years. 

That program rested upon a 
seasonal base, for business early 
in February was pointing up- 
ward in normal seasonal improve- 
ment and it was possible to make 
out at least a plausible case for 


improves. 


The rapid run-up in prices which fol- 
lowed the President’s proposed suspen- 
sion of foreign payments must not yet be 
too seriously regarded by investors. The 
market cannot be said to have definitely 
reversed its major trend until it demon- 
strates its ability to withstand such un- 
favorable reports as are due next month, 
nor can it be considered safe for in- 
vestment before the business prospect 


_ Meanwhile no one should for- 
get that the market faces some 
early hurdles of its own. We ap- 
proach an occasion of mid-year 
economic reckoning in July and 
this month is certain to present a 
series of unusually dismal sec- 
ond-quarter earnings statements. 
It is to be doubted that in all 
instances those statements have 
been sufficiently discounted. It 
would be surprising if they failed 
to bring about periods of more or 
less unsettlement in the general 
market. Indeed, any important 
rally at this time can only make 
the mid-summer test more criti- 





spring recovery. There was no 


cal, for a market which remains 





such prospect on the recent rally 
and its first impulse quickly gave way to abnormal dull- 
hess, transactions dropping to a low of 900,000 shares a 
day, the smallest turnover in more than five years. There 
was apparently scant prospect that the market, if left to its 
own devices, could emerge from its rut any time in the near 
future. That emergence in the form of a striking advance 
now has come as the result of the Washington news. How- 
ever favorable the change may be in its immediate implica- 
tions, one might well wish that it had originated out of basic 
usiness causes rather than as a “happy accident” whose 
long range importance necessarily remains doubtful. 
The prevention of a political debacle in Germany cer- 
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dully at a low level obviously has 
a better chance to withstand unfavorable news in the way 
of poor earnings and downward dividend revisions than one 
which has lost technical strength by violent advance. 

Under these circumstances, the investment point of view 
of this publication, consistently maintained for many 
months, is unchanged. It contemplates the certainty of at 
least moderate business improvement of a seasonal nature 
in the autumn. It recognizes that after two years of de- 
pression it is quite possible for such improvement to expand 
into basic recovery. Until the specific business evidence 
is available, however, for careful and expert weighing, there 

(Please turn to page 358) 
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Business Halts Its Decline 


Adjustment to Depression Conditions Has Been Under Way in 
Numerous Industries for Many Months—Fair Profit Basis Lack- 
ing in Some Lines But Gradual Improvement Is in the Making 


By THEoporE M. Knappen 


HIS business depression has had a lot of bottoms— 
T false bottoms—according to the observations of 

business interpreters. Bottoms were plumbed by 
some experts with the business lead line as long ago as 
January, 1930. On the average they have been found by 
some economic sharp once a month since then. 

After repeated disastrous experiences in putting its toes 
on the predicated bottom of the depression and getting its 
nose full of water, the public began to come to the con- 
clusion that it had encountered in business depths some- 
thing like those awful mysteries of our boyhoods that were 
to be found in every lacustrine region of the country—the 
fascinating bottomless lake. 

Latterly the sounding experts, tired of being fooled and 
fooling, have become very reticent about committing them- 
selves. Perhaps almost to a point of failing to note such 
progress as was being made. 


Adjustment Proceeds 


While commodity prices have continued to slip, and 
pessimism has deepened, particularly in New York, there 
are evidences that corrective forces have been at work for 
many months. It is now well understood that through a 
large part of 1930 there was a stupidly stubborn resistance 
to the inevitable adjustment, but since the first of the year 
business house-cleaning and reorganizing have made steady 
progress. Inventories have been reduced, prices attractively 
reduced and business wits sharpened. In all of the 
secondary and in almost all the basic industries production 
has been brought down to a current order basis, speculative 
production has entirely disappeared. We have, in fact, 
reached a position where an increase of production is a 
healthy sign. In the first part of 1930 expanding produc- 
tion was calamitous, now it is reassuring. A study of 
business statistics shows that in some lines the balance 
between consumption and production has indubitably been 
reached or has turned in favor of consumption, and every- 
where there are signs that regression has either been 
checked or is plainly slowing down. 

December may turn out to have been the turning point 
from ascent to descent, if we are now to accept increasing 


production as the standard by which to measure progress. 
The Federal Reserve index of prosperity which had been 
slipping steadily throughout 1930, with the exception of 
two little peaks early in the year, encountered definite re- 
sistance last December. It felt around for an outlet for 
its downward habit all through January but couldn't find 
a hole, although the bottom was soft. Even by applying 
all their adjustments and readjustments the statisticians 
could not find a place to sink their figures lower than 82, 
with 1923-25 as 100. In February, March and April they 
found bottom with increasing ease and by the last month's 
end their index was seven points higher than in December 
and January. At this writing the figuring experts have 
not delivered their verdict on the survey for the month 
of May but the early reports of probabilities are that the 
production index will still be found at 89. 

To stand pat in May, against a decline of three points 
a year ago, is a significant achievement. After the harrow- 
ing experience of the last two years it may be taken for 
granted that few producers are turning out goods specu- 
latively. Production nowadays is equivalent to prompt 
distribution. To put it in another way, increased produc- 
tion from now on is the same as saying that consumption 
is increasing; and .growing consumption swallows hard 
times as well as more goods. We have apparently reached 
the irreducible minimum in stocks of life’s necessities as 
well as in some of the luxuries. The turn in the general 
production index also signifies that stabilization has been 
approximately reached in the composite economic life of 
the nation. A decline in the index for June and July 
should be seasonably expected but if it should be markedly 
less than in the corresponding months of 1930 there will 
be no reason for discouragement—and the outlook is that 
such will be the case. 


No Wonder Workers to Help 


Just as every cyclical business depression varies 1n its 
precipitating causes from previous ones, so every expan 
sion differs somewhat from its predecessors. The ladders 
by which we climb out of the business gulfs are not always 
the same. So far as can be seen now, we must not look 





Totar Can LOADINGS 
1923-25 = 100 


DER SCALE 


gesesse2e8 


BULIONS OF KH 











Evectaic Power Propucrion ix U.S 


INDUSTRIAL PRODUCTION 
1923-25 100 


4 














THE MAGAZINE OF WALL STREET 





to some of the old standbys for general ascension to higher 
levels. Nor does any new industry promise a booming 
expansion that will give a kick of enterprise to business 
in general. There is no Hercules of the automobile boom 
of other years to pick us up and carry us forward on its 
powerful back. We can no longer rely upon the build- 
ing industry, nor upon machinery. They will follow rather 
than lead, this time. Prosperity will return through the 
slow revival of a multitude of industries, great and small. 

Don’t forget the small ones. Consolidation has gone far 
in this country but it should be remembered that outside 
of the great corporations represented in Wall Street there 
are four or five hundred thousand corporations and some 
millions of individual businesses and partnerships in the 
United States that are more or less inarticulate when it 
comes to current statistics. There are sizable cities here 
and there where they hardly know anything about hard 
times. The little business quickly accommodated itself to 
the business storm and often has been filching business 
from the lumbering mam- 
moths of business. Such 


a hope that with business revival it will no longer be profit- 
less in prosperity. 

Agriculture as a whole was crying to high heaven for 
help all the time the country was experiencing its greatest 
business expansion. Agriculture no longer is a major fac- 
tor in American prosperity. It isn’t a money making busi- 
ness and, by and large, never was. Agriculture contributes 
to prosperity more by the prosperity it gives than its own 
prosperity. Big crops, whatever the price, mean the turn- 
ing of huge amounts of money and credit into business 
channels and provide business for the railroads and all the 
industries and occupations that depend on agricultural ma- 
terials and outlets. A bumper crop this Summer and Fall 
may be the tonic business in general has been waiting for. 
Hence, the dismal forecast the Weather Bureau recently 
made of the probability of ruinous results from the current 
drought in the northwestern states, reminds us that while 
business may order itself it is still at the mercy of nature. 

But this is to be said; the chronically sick industries are 
now getting and accept- 
ing the inexorable reme- 





cities and such businesses 
are not groaning and 
moaning. They have 
trimmed their sails and 
are scudding along. The 
greatest output of gloom 
these days is in Wall 
Street. Neither can we 
expect that the coming 
business revival will carry 
all industries with it. 
Even in the last boom 
we had sick and wailing 
industries, all the way 
from the depression of 
1920-21 to that of the 
present time. Part of the 
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dies that will put them 
into a_ better position. 
Even agriculture is to 
some extent making the 
slow adjustments that will 
put it on a better basis 
for the future. Perhaps 
half a million farmers 
will have to give up the 
struggle. Even during the 
good times some millions 
of people had to leave the 
countryside. 

We must accept the 
fact that the ceaseless 
change that marks modern 
economy is inevitably 








acuteness of the distress 
that harasses us is due to 
the collapse of real estate values in the last great reverse. 
The deadness of land values as a whole all these years 
has been registered in the collapse of thousands of small 
banks and some large ones. The business of small bank 
destruction continued with great activity right through the 
booming years. Except in spots the tremendous activity 
of building in the years from 1923 to 1928 did not signify 
real estate activity—to a large degree it contributed to it. 
There is a lot of real estate in the United States and most 
of it is going to remain cheap or get cheaper. 


Chronically Sick Industries 


The coal industry has been moribund for years. It 
will continue so for years to come. It contributed nothing 
to our last expansion and it will not pull its own weight in 
the next one. We were prosperous without help from it 
and we went into a general decline without it being num- 
bered among the causes. 

The iron and steel industry dug its present deep pit 
of despair in the huge expansion of the war days and in 
the further expansion of the post-war boom. It will be 
no Moses of the economic restoration, it will merely follow. 

The lumber industry was slipping and groaning most of 
the time during the eight fat years of the last expansion 
of business. Now in these hard years it has succeeded in 
doing what it couldn’t do in the fat years but has virtually 

anced production and consumption and is getting such 
a grip on its affairs that there is a strong probability that 
it will henceforth, be a rationally controlled industry, with 
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characterized both by in- 
dividual and group de- 
cline, if not extinction. Industrial decay and mortality are 
always with us, even in the midst of exuberant life. 


The Twenty Leaders 


Admitting that there is little in the present condition 
of the basic industries to promise an early upturn in busi- 
ness, let us take a running survey of the twenty leading 


American industries. We have mentioned iron and steel, 
agriculture, machinery, lumber, coal and the automotive 
industry. Little nutriment for optimism is to be found in 
any of them except the last. That industry apparently 
has seen the worst, despite the impending Summer decline. 
It is under control, what it produces it sells. Spring busi- 
ness was decidedly better than a year ago. After all, 
operations at 60 per cent capacity and an output of 350, 
000 cars a month does not spell a dying industry nor reflect 
a discouraged country. It is more than the annual output 
of any other country in the world. The tire business is 
improving, used cars are in surprisingly good demand, 
gasoline consumption keeps up, millions of people must 
have the money to pay the bills. 

The railroads are down, badly down but carloadings 
are following an average trend, as compared with 1930, 
that indicates that they have passed their bottom for the 
present business phase, with indications that the Summer 
and early Fall seasonal increase will be larger than last 
year’s. Moreover, carloadings have not the importance as 
business barometers that they once had. The railroads 
are carrying less of the country’s freight than formerly, 
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due to truck competition—and yet carloadings are about 
the same now as they were at this season in the midst of 
the depression of 1921. 


The Crescent Textile Industry 


Turning to textiles, the fourth ranking American indus 
try, the position and the outlook are rosy as regards volume 
of business. Cotton consumption in April was the highest 
for any month since April, 1930. The southern cotton 
mills are operating on 114 per cent of single-shift capacity. 
The northern mills are not doing so well but the cotton 
mills as a whole are on a 94.3 capacity basis. Cotton con- 
sumption in April was about 20 per cent greater than in 
April, 1930, and less than 20 per cent under that month of 
1929. Moreover, the cotton industry has been readjusted 
—so promptly, perhaps, because it was sick when other in- 
dustries were well. ' 


The power, light and water utilities actually have larger 
employment and payrolls now than at this time in 1929, 
although somewhat under 1930. The telephone business 
is keeping up remarkably well in volume but little or no ex. 
pansion of facilities is in progress. The telegraph business 
according to the latest available figures is slightly larger 
despite reductions in payrolls and employment. 

With the impetus of much lower prices the clothing in- 
dustry has shown an encouraging comeback from the depths 
reached in November, 1930. The meat industry, which 
ranks fifteenth, reveals better than seasonal gains, with pro- 
duction running ahead of 1929, and consumption only a 
little less. | Rubber goods production is increasing and 
stocks are decreasing. Shoe production shows, according 
to available figures, a more than Spring seasonal increase, 
and in April and May was actually running ahead of 1929. 
Tobacco manufacturing has maintained a relatively good 
position throughout 
the depression and 
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factory seasonal 
growth. 

Paper is less for- 
tunate. Current op- 
erations in news 
print, for example, 
are about 80 per 
cent of normal, but 








and also for the 


this is far from ac- 





nine months ending 

with it. There was a drop in April 
but the average for the first four 
months of 1931 was about the same as 
for the corresponding period of 1929. 
Woolens and worsteds are not doing 
so well but the activity of both is 
greater than a year ago. Taking tex- 
tiles as a whole, this industry appears 
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tual capacity and is not so favorable a 
basis as might be assumed. It probably 
is in excess of market demands but 
the adjustment of this industry must 
inevitably be slower than that of many 
others considering the long time in 
which its material is in process. Be- 
cause of the huge investment in ma- 
chine equipment, the high order of skill 
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working forces, the 
industry must often 
operate regardless of 
its profit position. 
The only favorable 
implication from the 
standpoint of gen- 
eral business is the 
sustained level of 
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is due mostly to the 

roduction of new 

elds. Older and more costly fields are being cut down. 
But while too much oil is bad for the industry it has favor- 
able effects upon industries that consume it. For instance, 
costly oil and oil products at this time would not have been 
good for the automobile industry. High production means 
low profits for oil but it also means employment and busi- 
ness for pipe lines, railways and tankers. 


Utilities are Steadfast. 


The electrical industry is another bright spot. The out- 
i of current is running somewhat less than a year ago, 

it even from this time in 1929 the decline is not great 
and it is considerably above that of 1928. In the first 
week in June output was about 3 per cent less than the same 
month of last year for the country, as a whole, although 
the industrial Central West fell '7.8 per cent. It is significant 
of the probability that electrical appliances are to be one 
of the industries that will stimulate the revival that more 
electrical refrigerators were sold in April than ever before. 
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employment. 

Aside from the 
first twenty industries there are some encouraging indica’ 
tions. The foodstuffs group and the chemical and related 
industries have done better this Spring in their rate of 
operations than last. Reports from the furniture industry 
are encouraging. Although steel in general is in a bad 
way with operations at only 40 per cent of capacity, the 
increase of bookings for fabricated structural steel in March 
aud April was phenomenal. Production of floor and wall 
tile was higher last April than a year ago. Here and there 
can be found new products that are enjoying an enormous 
growth of business as for instance, tomato juice, which 
increased more than seven times in 1930 over 1929 and is 
still going strong. 

The retail trades’ reports indicate that low prices are 
enormously stimulating consumption in most lines, The 
physical volume of retail business is larger and larger. 
Profits may be something decidedly different, but the great 
desideratum now is increased consumption. Profits can 
take care of themselves after consumption has begun to turn 
the wheels of industry rapidly. Immediate profits should 
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not now be the desidera- 
tum in any business—in- 
creasing activity is now 
the criterion of improve- 
ment. It is more impor- 
tant to learn just now that 
the sales of the largest 

ry chain are running 
far ahead of this time in 
1929 or 1930 than to 
know the relative status 
of profits. The money 
volume of department 
store sales is steadily in- 
creasing, which of course, 
means a much larger in- 
crease in the bulk of 
goods sold. Low prices 
are feeding the fountain 
heads of the _ business 
stream, and find a great 
reserve of purchasing 
power. A definite check 
to falling prices might 
suddenly result in the 








How Industries Stand After Two Years 
of Depression 


Success of adjustment is in the order named. 


Tobaccos 

Soap 

Electric utilities 
Telephones 

Gas (manufactured and natural) 
Candy and chewing gum 
Packaged foods 

Can companies 

Chain stores 
Department stores 
Drugs 

Beverages 

Dairy products 

Meat packing 
Household appliances 
Mail order 

Electrical equipment 
Business equipment 
Chemicals 


Aviation 
Automobiles 
Machinery 

Textiles 

Shoes 

Lumber 
Amusements 
Leather 

Railroads 

Farm equipment 
Steel 

Building 

Railroad equipment 
Rubber 

Oil 

Copper and non-ferrous metals 
Shipping 

Paper 

Coal 


important future outlet 
for our industries, how 
well can we do “taking in 
each other’s washing”? In 
the first place our exports 
in the best years have not 
exceeded 10 per cent of 
domestic production. Even 
if we were to consider our 
exports as totally extin- 
guished as a source of in- 
come we could get along 
very well. We shall prob- 
ably never have any trou- 
ble in exporting enough, 
taken into consideration 
with our income from for- 
eign loans and_ invest- 
ments, to pay for what 
we need to import. It 
should not be impossible, 
in fact, once it is faced as 
a national problem—prob- 
ably not even difficult—to 
expand the home market 


present buyers’ market be- 


ing turned to the sellers’ we 
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In the absence of such 
long postponed demands as brought a quick recovery after 
the crash of 1920-21, and of any one new industry to 
attract feverish patronage and soak up unemployment it is 
to be assumed that recovery will proceed very slowly. 
Some observers contend that it will not be profitably in 
evidence before the latter part of 1932, but that it has 
actually set in is now the general conviction; although there 
is an equally general belief that the Winter of 1931-32 
will be a hard one at best. The more conservative com- 
mentators contend that we now have to face an absorption 
of “occupational obsolescence” that has been accumulating 
for thirty years but which was temporarily liquidated by 
the war and its aftermath, as well as by cretain new in- 
dustries. It will take a long time, they hold, to absorb the 
five or six million people now out of work, and that until 
that is accomplished business will not again be very 
active. The conservative commentators also incline to 
the belief that our foreign trade will not for, perhaps, 
a decade reach the level of 1929. That is possible, con- 
ag the numerous unsettling factors in world 
trade. 

But suppose that we must forget foreign trade as an 


fringe of our potentiali- 
ties” in the way of increased consumption at home. It is 
merely a problem of reorganizing the distribution of annual 
income. In the tendency toward cheaper and cheaper pro- 
duction and higher and higher wages we have already 
tackled that problem. With a greater proportion of the 
annual national income going to employes and stockholders 
consumption can be increased accordingly. It is not a mere 
problem of getting along with less than we have had, if 
foreign trade should fail us (although we would do that 
quite comfortably after adjustment to lower standards of 
living) but a prospect of doing better without it than we 
have done with it, involves a new ordering of the nation’s 
economic life, but that is on the way in any event. It is 
inevitable as we emerge from such great upheavals in the 
course of business as we are currently experiencing. In- 
deed the most heartening sign at present is the evidence 
of a nation-wide ability to successfully adjust trade and 
industry to adverse conditions. From what has been ac- 
complished so far, it is evident that business, while only 
feebly rallying at present, is in a position to show gradual 
but confident recovery on the stimulus which should ma- 
terialize seasonally with the advent of Autumn. 
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q What Ails the Market for Foreign Bonds? 


q What Should Our Policy in Foreign Financing Be? 


Aftermath of the Foreign 
Loan Orgy 


By Max WINKLER 


companies and a desire to participate in the re- 

juvenation of Europe and the awakening of the East 
fired many American underwriting firms during the years 
immediately preceding the current depression. The profits 
which accrued from such operations encouraged the move- 
ment. Bonds unwritten for almost any purpose—produc- 
tive or otherwise were readily sold. 

Yet today we find foreign bonds in a state of lethargy 
and foreign financing almost at a standstill despite the cry 
for America to finance world recovery. And the situation 
is of our own making. 

The evil from which the large majority of American un- 
derwriters of foreign loans suffers mostly, is the pronounced 
desire to lend, irrespective of whether loans are beneficial 
or detrimental. The determining factors seem to be: 1, sufh- 
ciently large profits; and, 2, ability to readily place the 
bonds in question. 


\ N ambition to become the bankers for Latin-American 


Beyond Capacity to Pay 


Most of the foreign loans which have been sold here 
within recent years, especially those on behalf of Latin 
American countries, appear to be characterized by such 
policy on our part as was referred to above. Nations were 
permitted by us to accumulate debts far beyond their 
capacity to meet, with the inevitable result that the Ameri- 
can investor is now being called upon to forego interest and 
principal on what he was told only a short while ago con- 
stituted fundamentally secure investments. The bond buyer 
who, at the time of the sale of bonds, that is, at the time 
when he was still classified as a prospect, was overwhelmed 
with literature and all sorts of statistical data descriptive 
of the issue he was to buy, is today, after having become 
an “investor,” left without any worthwhile information 
or advice regarding his holdings. The quotation sheet in 
the newspaper is usually the only information he has access 
to and, seeing new lows recorded daily, he hastens to throw 
his bonds overboard, irrespective of quotations. The losses 
which he incurs in this manner are probably the most 
potent factor against his again becoming, in the not distant 
future, a buyer of foreign issues—a point of which our 
underwriters of foreign loans do not seem cognizant. In- 
deed it is this experience which stands as the greatest 
obstacle to any aggressive resumption of our foreign lend- 
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ing. It is the answer to the demand that the United States 
bankers must finance world recovery. How can any pri 
vate financing in other countries be carried on if the in- 
vesting public are reluctant to buy the bonds? Yet we 
cannot be insensible to the welfare of our world neighbors. 


Our Stake Large 


Developments in foreign countries, whether economic or 
financial, political or social, can no longer be viewed with 
indifference by this country. Our stake abroad, at the 
beginning of this year, aggregated $17,528,254,000. If we 
add political obligations, capitalized at 41% per cent, we 
obtain the rather impressive total of $24,390,339,000, or 
almost $200 for each man, woman and child living in this 
country. It is, therefore, manifest that revolutions in 
Argentina or Spain, disturbances in Cuba and Guatemala, 
bank failures in Austria or Australia, social unrest in Ger- 
many, or difficulties in the Balkans, can no longer be con- 
fined, as was possible twenty or thirty years ago, to the 
lecture hall or classroom; and that every one of these events 
cannot but exert a pronounced influence upon our own 
economic structure. 

Having lent enormous sums, it is no longer a question as 
to whether or not our loans abroad should have been made. 
Such question is by more than 24 billions too late. Our 
bankers, or those charged with the guidance of the eco- 
nomic and financial policies of this nation, should, from 
now on at least, strive towards protecting what has already 
been placed abroad and towards avoiding mistakes which 
appear to have been so characteristic of our foreign loan 
policy in the past. 


Guides of the Creditor 


If we, or any other lending or creditor power, in posses’ 
sion of surplus funds, desire an outlet therefor, we should 
be guided exclusively by economic considerations, or should 
refrain altogether from assuming the role of a creditor 
country. Loans are, or should be, made to borrowers whose 
financial and economic conditions offer reasonable guaran: 
tees of repayment. Lenders are not obliged to extend 
credits to those who do not offer such guarantees. It is 
equally important that it be definitely determined that the 
proceeds of a loan go into productive channels. Recent 
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experience has shown the fallacy of encouraging weak 
nations to borrow merely in order to supply our market 
with new issues, as exemplified by the following instance: 

A Latin American republic was permitted by us to in- 
crease its debt about twenty times within hardly more than 
a decade. During the same period, the revenues of the 
nation in question increased by only about two-thirds. It 
is apparent that the millions, tens of millions, of American 
dollars contributed by the American investing public could 
not have been put to proper use, else there would have 
been registered a gain in the country’s receipts, correspond- 
ing somewhat more fully to the rise in the country’s obliga- 
tions. 

The nation in question has announced that it could no 
longer take care of its external debt, and the only consola- 
tion afforded the holder of these bonds, is the “assurance” 
that the “government is fully aware of its obligations 
towards foreign creditors.” 

It is hazardous to take advantage of nations who may 
be temporarily embarrassed financially, by constituting our- 
selves financial tutors of the borrowers, indicating the lines 
of conduct they should follow in their domestic policies. 
Not only does such attitude betray an unpardonable lack 
of consideration due any sovereign nation, but it is destined 
to lead to serious difficulties. Financial intervention is ad- 
mittedly an evil which lenders should endeavor to avoid. 
Political intervention, however well intentioned, almost in- 
variably entails complications, not merely for the country 
in which intervention takes place, but also for others who 
may, or may not, be affected, but who refuse to view with 
equanimity the interference of one nation in the private 
affairs of its neighbors. 

Why do governments default with respect to their debts? 
A comprehensive study of the fiscal record of governments 
reveals that willful default or repudiation has rarely, if 
ever, been resorted to, when borrowing nations were ac- 
corded fair and honorable treatment. When, however, 
lenders tried to take advantage of temporarily embarrassed 
borrowers and, as a result of such situation, exacted all 
sorts of concessions and imposed all sorts of impossibly 
harsh terms, it was evident, a priori, that debtors, having 
been accorded such treatment, will not go out of their 
way to discharge contractual obligations. They will meet 
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them as long as they will possess the means of doing so. 
If they will lack funds, they will seek to borrow anew, 
with which to pay old debts. If they fail in securing addi- 
tional funds, they will cease payments altogether. 


Misleading Prospectuses 


It is, however, the investor who suffers most. He gen- 
erally succumbs to the impressive statements contained in 
prospectuses and by the liberal yield which foreign bonds 
afford. He does not appreciate the fact that prospectuses 
are prepared primarily for the purpose of selling, and not 
for the purpose of informing. He is impressed, when he 
reads of a government in Latin America “balancing” its 
budget, as if these were budgets which did not balance. 
He is not told how a “balance” was brought about. State- 
ments as to past fiscal records are often either meaning 
less, or they contain, at best, only half-truths. He learns 
from circulars that a certain city, whose bonds he is in- 
vited to purchase, had “for twenty years promptly met its 
debts.” He is not told that the said city had not borrowed 
in twenty years, but had borrowed twice prior to that 
period and had defaulted on each occasion. 

The innocent buyer is impressed. He has no reason to 
suspect the veracity of statements which are contained in 
prospectuses and which “are derived from reliable sources 
but not guaranteed.” He is awakened, however, by an- 
nouncements to the effect that interest on this or that issue 
would not be paid. It is too late. The damage is done. 
He is called upon to pay for his failure to investigate prior 
to his purchase. 

Why is it that all or, at least, most of us are constantly 
striving to unravel what days to come may have in store 
for us, instead of concentrating on understanding the past, 
which can teach us how to avoid mistakes in the future? 
Why have not our bankers and investors profited from the 
experiences of other creditor nations, particularly the 
British? They would have discovered that to “shear the 
sheep” may, for a while, prove profitable, but to “skin the 
sheep” is almost invariably fraught with great danger. In- 
stead, we sought not only to emulate the tactics of British 
lenders, which caused material losses to the investor, but 

(Please turn to page 356) 
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~ France Holds Key To 
World Business 


Selfish Policies of Second Largest Creditor Nation, 
Already Dominant Politically and Financially 
in Europe, Menaces Expansion of U. §. Trade 


By Roscoz P. CrensHaw 


66 HAT will France do?” 
No question is more often asked than that 
when financiers and economists ponder the prob- 
lem of business recovery and its aftermath. For a number 
of reasons France holds a key-position in international busi- 
ness and finance that endows her with an influence on 
world economics that is out of all proportion to her posi- 
tion as an industrial and trading nation. Her huge hoard 
of gold, her tardiness in succumbing to the world embrac- 
ing business depression, her inveterate scrambling of com- 
mercial and political policy, and her intense nationalism in 
all things put her in a class by herself. She is in a position 
to delay or hasten the recovery of Europe as a whole, and 
thus of the world, including the United States. 


It is impossible to understand the present 
position and potency of France without re- 
viewing her modern history and noting the 
rather exceptional nature of her economic 
structure. For 150 years France has been much of a para- 
dox to students of international affairs. While during all 
of that period she has been 


tion, when it gave the land to the small peasant proprietor, 
formerly a virtual serf—the character of frugality, thrift, 
an aversion to rapid progress and a pronounced limitation 
of the economic horizon. Apart from Paris, even the city 
business man has retained his close contact with the soil. 


. The typical French business is little, transmitted from 


father to son, each content with moderate profits and vol- 
ume and motivated by the prudent ambition of retiring at 
an early age to settle down on the soil as a small landed 
proprietor. 

French economy is based on small landed proprietorship, 
the whole countryside being virtually owned by the people 
who occupy it. There are few large estates and even their 
tenant farmers have the ambition of acquiring a bit of them. 
Of the 5,702,000 farms in France 85 per cent are of 25 
acres or less. To bring out the impressiveness of these 
figures it is enough to say that France with only 212,000 
square miles has almost as many farms as the United States, 
with 3,000,000 square miles, outside of Alaska, and far 
fewer tenant farmers. This minute subdivision of the land 
has resulted at once in the world’s thrift championship and 
also in a low degree of productivity. Intensive cultivation 
in France yields only a little more wheat to the acre than 

extensive cultivation in such 





countries as the United States 





one of the most economically 
stable countries in the world 
she has been politically one 
of the most variable, notwith- 
standing the fact that the 
present republic is now one 
of the oldest governments in 
Europe. Since the great revo- 
lution of 1789 France has 
survived revolutions that 
have given her a directorate, 
two monarchical regimes, 
two empires and three re- 
publics. In that period she 
has been stripped of one co- 
lonial empire and has built 
up a present one that is sec- 
ond only to that of Britain. 
Through all these political 
changes the economic life of 
the nation has retained the 
typical character stamped 








Post-War Recovery of French 
Foreign Trade 
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and Russia and much less in 
such intensively cultivated 
countries as Holland, Belgium 
and Germany. On these small 
holdings individual progress 
can be made only by the 
most rigid economy, thus 
necessitating a low standard 
of material living and mak- 
ing for economic stagnation. 

Perhaps for the very rea- 
son of the dominance an 
conservatism of agriculture 
France was late in receiving 
the impact of the industrial 
revolution that came with 
the introduction of steam 
power and machinery. It 
was not until sega — 
the development of the 
— Thomas process made it pos 
= sible to utilize the high-phos 
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horous French iron ores, that France started timidly on 
the road to industrialization, on which England had been 
traveling for seventy years or more, followed a little later 
by Germany. While these latter two countries became de- 
endent, through industrialization, upon foreign countries 
for food supplies and raw materials for manufacture, France 
remained self-contained. The peasant disdained the fac- 
tory and stuck to the land, leaving France a country with- 
out an unstable proletariat. Singularly enough, this non- 
industrial country, with relatively little foreign trade and 
not dependent upon foreign outlets, began with the first 
touch of industrialism to build up a new colonial empire, 
thus more or less foreclosing a large part of the world to 
the already industrialized nations, with such success that 
the colonies contain an area 50 per cent greater than that 
of contiguous United States and 60 million people to 
the 41 million of the homeland. 

Between 1900 and the outbreak of the World War 
France had been slowly gaining momentum in industrializa- 
tion, and since the war that momentum has gained mark- 
edly. The acquisition of Alsace- 


has come about a most surprising thing, namely, that a 








relatively backward nation from the point of view of mass 
production methods is temporarily at the front in a typical 
mass industry, steel. It is just because industrialization has 
not had everything its own way there that the world-wide 
depression came later to France and so far has not deeply 
affected the major branches of production. 





The average monthly output of 
pig iron in 1930 was 841,000 
tons against 864,000 in 1929, 
the average monthly steel out- 
put was 783,000 against 808,000, the decrease being 2/2 
to 3 per cent. Total world pig iron production for 1930 
was 19 per cent less than 1929 and steel production was 
21 per cent less. Comparing conditions in this barometric 
industry in France with those in England and Germany we 
find for one thing that French pig iron output has been 
higher than that of England since 1929 and higher than 
Germany since 
May, 1930, since 


Effects of the 
World Depression 





Lorraine doubled the iron ore re- 
serves and added steel mills, chem- 
ical factories, vast potash deposits 
and a little petroleum production. 
The reconstruction of the devas- 
tated areas—which included the 
country’s principal industrial re- 
gion—facilitated by inflation and 
German reparations, resulted in 
the replacement of old and obsoles- 
cent plants with 
new ones of 
greater capacity 
and high efficien- 
cy. Reconstruc- 
tion called for an 
enormous amount 
of material, ma- 
chinery and 
equipment and 
greatly stimulated 
industrial p rog- 
ress. Industriali- 
zation was also 
stimulated by the 
inflation of the 
franc following 
the war. The 
oficial stabiliza- 


tion of the franc at about 20 per cent of the pre-war value ° 


confirmed the confiscation of fixed investments brought by 
the previous inflation but put a premium on industrial ac- 
tivity. 


Increasing industrial output is now 
forcing France into over-seas trade, 
and England and Germany are won- 
dering what the outcome will be when 
France is as dependent upon foreign markets as they are. 
So far the colonies, acquired at a tremendous expenditure 
of blood and money, have proved a disappointment as com- 
mercial outlets, notwithstanding the fact that they absorb 
20 per cent of French exports. Some Frenchmen regard 
the colonial game as not worth the candle, but others look 
: their future development as the industrial salvation of 

Trance. 

In the present transitional stage of French industry there 
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which time it has 
been second only 
to that of the 
United States. 
2 A sca cart French steel pro- 
duction passed 
that of England 
in April, 1930, 
and that of Ger- 
many in Decem- 
ber, 1930. 
Calculating 
monthly produc- 
tion figures of the 
three countries in 
percentages of 
the best month 
which each re- 
spective country 
had in 1929, the 
French industry 
clearly showed 
greater resistance 
than those of the 
two other major 
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Interiors of Citroen Automobile 
Plants in France (above) Show- 
ing One of Largest Presses in 
Europe; (left) Assembly Line in 


Paris Plant industrial coun- 
tries. 
While France 


is “sitting pretty” in the present depression, as compared 
with other countries, she is probably riding to her fall about 
the time her competitors begin to revive. She has still to 
face the agonies of price adjustment to the new world levels. 
Average wholesale prices in France at the end of May, just 
past, as measured by the index system in use had declined 
only from 553 to 480—only 13 per cent. But most of this 
decline is due to the prices of imported commodities (which 
fell off 28 per cent—or, in line with the world recession) 
and raw materials which registered an index change from 
579 to 453. Domestic products dropped only 6 per cent, 
from 590 to 552, and food stuffs actually advanced 2 per 
cent, from 523 to 534. Still greater discrepancies are shown 
by the cost of living index number which was 560 in the 
first quarter of last year advanced during 1930 to 597 in 
the last quarter and an average of 590 in the first quarter 
of this year. The index of retail prices was 634 in May, 
against 641 in April, and 647 in March of this year. 
These figures also indicate the extent of the inflation left 
over from the post-war boom, compared with a currency 
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index number based on stabiliza- 
tion at 3.98 cents in relation to 
par of 19.3 cents, equivalent to 
490. 

Another factor bearing on the 
long range economic perspective 
of France, must be treated here 
briefly. It is the population ques- 
tion in relation to total effective 
working power and in comparison 
with other European nations. The 
following figures are taken from a 
report to the League of Nations by 








French Post-War Loans 


Rumanian 4s, 1923, £16,500,000, 

Belgian 6148, 1923, 400,000,000 francs. 
Austrian 6148, 1923, 170,000,000 francs. 
Bulgarian 6%s, 1923, 40,000,000 francs. 
German 78, 1924, Dawes loan, £3,000,000. 
Hungarian 6%s, 1924, 96,000,000 francs. 
Polish 7s, 1927, $2,000,000. 

Bulgarian 744s, 1928, 130,000,000 francs. 
Rumanian 7s, 1929, 561,000,000 francs, 


munism and social disintegration 
than most of the other nations of 
Europe. She is obviously in a 
position, either by deliberately 
destructive action or by failure to 
undertake constructive courses to 
shape the fate of Europe. Which 
road will she take? 

Judging from what her record 
has been since the war, the outlook 
is not promising for future policies 
and acts that will be in her own 
eventual best interests or those of 


one of the world’s leading statis- 
ticians. The population of ages of 
between 15 and 70 in France was 
28,400,000 in 1910, 27,823,000 in 
1920. Making allowance for the 
disturbance in anticipated birth- 
rates caused by four years of war, 
the estimated population within 
these age limits for 1931 is 28,- 


francs. 





German 5%s, Young loan, 1930, 2,156,000 


Chile 6s, 1900, 172,000,000 francs. 
Finland 5s, 1930, 300,000,000 francs. 
Poland 7s, 1930, 25,000,000 francs. 
Rumanian 7%s, 1931, 575,000,000 francs. 
Yugoslavia 7s, 1931, 675,000,000 francs, 
Polish 614s, 1931, 400,000,000 francs, 


the world. France is an imperial 
nation without the imperial out- 
look. Despite many fine qualities, 
the modern Frenchman is incredibly 
provincial, as might be expected 
from the national characteristic of 
extreme self-consciousness coupled 
with an inheritance of ingrowing 
caution and a passion for thrift 











078,000, an increase of 1 per cent 





that often degenerates into avarice. 





from 1920, and for 1941, 27,583,- 

000, or an actual decline of 2 per cent for the estimated 
figures of 1931. These figures indicate increasing difficul- 
ties in the future for the progress of industrialization in 
France, modified by possibly further increases in the sub- 
stantially permanent and seasonal immigration of Italian 
and Polish labor into France, as well as by the possibility 
of an increasingly sharp agricultural depression which will 
accelerate the rate of movement of population from the 
country to this city. This situation will also strengthen the 
strategic position of French labor in wage and other de- 
mands, in the same way that the restriction of the labor 
supply in this country through immigration quarters 
strengthen the hands of American labor organizations. 

In reinforcement of her inevitable drift toward industrial- 
ization, France, by something like financial legerdemain, 
has increased her gold holdings from only 5885 million 
francs in 1927 to 52,000 million thousand francs at the end 
of 1930. Per capita, France now has more gold than the 
United States, and becomes potentially the second creditor 
nation in the world. At the moment she has yielded less 
to the general business depression than any other great 


nation. The deliber- 


Add intense nationalism and a per- 
sistent national fear complex and you can hardly expect 
the France of today to use her vast power with any degree 
of the altruism that she has shown in the past. Perhaps 
if this power were controlled by business men, even of the 
narrow French type, the future might not be viewed with 
fear, but in France external politics and business are 
blended. The Bank of France is dominated by the govern- 
ment; the foreign loan policy is directed by the govern- 
ment as a complement of policy and diplomacy. French 
investments go where French governmental policy leads— 
and for the most part they don’t go anywhere just now, 
for the government holds the nation’s financial resources 
in reserve as a means of realizing French policy at a critical 
moment. Broadly speaking, most of the loans that France 
has made out of her abundance to the impoverished nations 
of Europe have been loans that looked simultaneously to 
the strengthening of her military alliances and the stimula- 
tion of the French industries of military importance. 

The recent loan of 675 million francs to Yugoslavia at 
the exorbitant rate of 7 per cent was conditioned on the 
purchase of munitions, railroad equipment and other goods 
from the Schneider 
steel and_ artillery 





ate stabilization of the 
the franc at only 20 
per cent of its former 
value has wiped out 
four-fourths of the 
national debt and has 
helped to put govern- 
mental finances in 
ship - shape, dumped 
overboard a crushing 
load of taxation for 
the present and fu- 
ture generations. To- 
gether with this firm 
economic _ status 
France finds herself 
sitting politically on 
top of Europe by vir- 
tue of the treaty o: 
Versailles, her power- 
ful army and her in- \ 


en 


works. Going still 
further, France com: 
pelled the Yugo-Slavs 
to agree to shoulder a 
part of the old Otto- 
man Empire debt to 
France. Greece came 
begging to Paris for a 
loan, but was told 
there would be noth: 
ing doing unless the 
Greeks agreed to as 
sume a part of the 
same Ottoman debt, 
and this business 
went to London. 
Rumania got a loan 
on terms which hard- 
ly left her with a 
shirt. Poland, one of 
France’sallies, received 





ternal political _sta- 
bility, being less 
threatened by com- 
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q National Ambitions Foster Increased Production 


Russia Floods Europe with 


Cheap Oil—France Wins the 


Exploitation of the Mosul Fields 


Excess Production— Ihe Problem 
of Oil Investors 


By Preston Fretp 


means obvious to the lay observer. So it is with the 

petroleum industry, whose billions of capital is threat- 
ened by a complexity of troubles difficult even of analysis, 
much less of solution. Oil men these days are not worry- 
ing much about world-wide trade depression. Why should 
they? If business activity could by magic be restored 
tomorrow to the boom level of 1929 the oil men would 
still be floundering in a labyrinth of difficulties. Their 
troubles are scarcely those of general business depression 
origin. The demand for their products holds up relatively 
well and is assured of indefinite long-term growth. It is 
production and marketing that add to the gray hairs of 
the industry’s leaders. It is production and marketing that 
have sent oil securities below the general level and given 
concern to individual investors in the industry. 

Profits are literally being strangled in a sea of oil. Too 
much oil is stored away in tanks and barrels, with costs 
steadily eating away at values. Too much oil is stored 
underground in developed, but shut-in, wells. The release 
of such shut-in production in this country could almost 
instantly add more than 1,300,000 barrels a day to the sup- 
ply and another 
1,000,000 barrels daily 


jeans obvi changes of vast scope often are by no 


production which, if continued, would be sufficient to 
throttle any industry. 

Nor is this the whole story. Gone is the fear, nurtured 
in war time, of early exhaustion of the world’s petroleum 
resources, a fear which not long ago placed especial em- 
phasis on the rapid depletion of the producing fields in this 
country. No longer do solemn scientists warn us as they 
did in 1927 that oil will be scarce in seven years or ten 
years. A veritable flood of oil has been let loose upon us 
by a decade of intensive exploration throughout the world, 
by deeper drilling, by a fantastic race to exploit new fields 
in the United States, by the rapid expansion of Russian 
production and by refining improvements which steadily 
increase the marketable yield of crude oil. Such technical 
improvements are nowhere near their limit and for years 
to come probably can be counted upon as the equivalent 
of an increase in supply. What the limit of petroleum 
deposits in this country may be, no one knows. From the 
present available data, one may as readily guess that it 
will last us 100 years as ten years. As for production 
possibilities in other parts of the world, the arresting fact 
is that the surface has hardly been scratched thus far. 

Thus we have not 
only developed more 





could be taken at any BLACK 

time from the shut-in ™,* stan A tp 
wells of Persia and ES 
Irak, Venezuela, Co- 
lombia and the Dutch 
East Indies. This oil 
in underground stor- 
age combines with the 
excess above ground 
in depressing prices 
to a level at which no 
section of the indus- 
try can earn a satis- 
factory profit. Why 
this is so requires no 
explanation, for the 
developed supply is 
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price it at a level reasonable to the consumer, yet sufh- 
ciently profitable to maintain the financial security of the 
various branches of the industry. 

That is exactly what would happen if one indi- 
vidual owned all of the 


the whole problem is bedevilled by a crazy-quilt of national. 
istic rivalries and ambitions, some of them having little 
or no relationship to economics. Oil is an absolute essential 
of modern civilization, both in war and peace. Every 
important nation 





the necessity of providing 





producing fields and could 
do with them what he 
chose. Instead, many thou- 
sands of individuals and 
companies own the oil 
areas and are dominated by 
an insistent urge to convert 
oil into cash, fearful that 
someone else will do so first, 
for the essential fact, con- 
tributing to the speculative 
nature of the industry is, 
that oil underground recog- 
nizes no surface boundries, 


Distribution of Russian Oil Exports 


itself as far as possible with 
an uninterrupted and un- 
interruptable supply. (jf 
thus becomes an_ integral 
part of nationalist policy, 
It played its part—and not 
a small one—in the eco 
nomic struggle which cul- 
minated in the last war. 
It was not ignored in the 
division of war spoils at 
Versailles. It is not be 
ing forgotten now in 


1913 1928-1929 
Barrels 
8,666,000 


679,000 
3,395,000 
2,156,000 
8,633,000 
1,288,000 
2,492,000 
3,745,000 














while property laws are un- 





Europe’s diplomatic chess 





able in turn to cope satis- 

factorily with an underground liquid wealth which knows 
no legal boundaries. The difficulty with surface boundaries 
is that each owner or lessee, whether he has a few square feet 
of land or a few square miles, has a perfect right to drill for 
oil and knows full well that if he doesn’t his neighbor will. 
Under our present anti-trust laws, any scheme to restrict 
production on a national basis, however desirable for all in 
an economic sense, is definitely illegal. Moreover intra- 
state proration thus far has proved a very imperfect rem- 
edy, due to lack of efficient application. It is a thing to 
talk about in generalities, but the plain fact is that the 
East Texas fields, the newest flush production area, are 
continuing to gush oil at an alarming rate. 

It is in Texas that the predicament of the oil industry 
is exemplified in all of its grotesque absurdity. Here lies 
an abundance of oil of excellent quality, which could be 
exploited economically and usefully over a period of years. 
Instead, it is the object of a mad drilling rush which for 
many operators will not even return the cost of production. 
Posted prices, after dropping as low as twenty-five cents a 
barrel, have been withdrawn by the larger buying com- 
panies and East Texas oil at this writing is being sold 
for the ridiculous price of fifteen cents a barrel, or less 
than the retail price of a single gallon of gasoline. 

The apparent solution, of course, is effective prora- 
tion, which simply means 


game. 

Before tracing some of the more significant foreign de- 
velopments, let us note that the share of the United States 
in world production in 1930 was 63.35 per cent. Vene- 
zuela was second with 9.73 per cent. Russia was a close 
third with 9.51 per cent and at present gives every indica- 
tion of quickly taking undisputed second position. Persia 
was fourth with 3.08 per cent; Roumania fifth with 3.07 
per cent, followed by the Dutch East Indies, Mexico and 
Colombia in the order named. 

It will be seen that the United States remains by all odds 
the largest producer, due both to abundant petroleum re- 
sources and to the urge provided for their exploitation by 
a per capita consumption of petroleum products far above 
that of the rest of the world. Nevertheless, and the point 
is of paramount importance, this country no longer dom- 
inates the world market to the former extent. For various 
reasons, including nationalistic aims, war time reserves and 
expanding use of the automobile in foreign lands, there 
has been an increasing incentive for foreign interests to 
wrest for themselves a larger share of the market. As to 
their success there can be no doubt. Although their pro- 
duction remains decidedly secondary to that of Ameri- 
ica, its proportion of the world’s total output is steadily in- 
creasing. Furthermore, while foreign production is now 37 
per cent of the total, the foreign shut-in production is 

45 per cent, or nearly half, 








of the total shut-in produc 





the artificial restraining of 
production. The obstacles 
inherent in the nature of 
oil and those imposed by 
present laws have already 
been indicated. But this, 
again, is only part of the dif- 
ficulty. Oil is not a domes- 
tic monopoly. It is a prod- 
uct of varied and constant- 
ly shifting world supply, 
with a varied and shifting 
world market and a world 
price. If you constrain it 
here, it will burst out there, 
tending to flow readily to its 
natural market. Considering 


Total exports 
in tons 


Russia Exports More Than a Third 
of the Oil 


tion of the world. Thus 
the visible threat of a rapid 
expansion of foreign output 
is a serious one, even if we 
do not consider the poten: 
tialities, as yet vague, of 
further exploration an 
deep drilling. 

The rapidity with which 
the petroleum map of the 
world is changing is star’ 
tling. Only a few years 
ago Mexico was a center of 
interest. Then exploitation 
turned increasingly to 
Venezuela and Colombia. 
Now, while the indus 
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the unfortunate results ob- 











tained with control schemes 

of one kind or another in the case of wheat, copper, tin, 

coffee, rubber and other commodities, what chance have we 

to control this even more obstreperous commodity? 
Whatever chance there is is importantly lessened because 
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try focuses one eye 
anxiously upon Texas, the other peers even more anxiously 
at Russia. It is certain that the shifting of sources of sup’ 
ply and of markets will continue. A bitter struggle for 
markets seems inescapable. In connection with this pros 
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t, it is of particular interest to note that, despite world 
depression and over-production of oil, the industry in the 
last year, particularly abroad, has engaged in a veritable 
race of tanker construction, the purpose of which can only 
relate to a shifting balance of power. 

In various respects the expansion of Russian activities 
in the production and marketing of oil are of vital impor- 
tance. While almost every Government is forced to take 
more or less interest in oil, the relationship in the case of 
Russia is unique in that the Soviet Government itself, 
rather than private industry, is the producer and distributor 
of Russia’s oil. The significance of this distinction is obvi- 
ous. It causes the exploitation of Russian oil to be gov- 
emed by motives altogether different from those of 
capitalistic countries and little related to economics. The 
Russian program is one of mushroom industrialization in 
which foreign dumping is dictated by the need of ready 
cash with which to pay for needed imports, chiefly of heavy 
machinery and technical equipment. Against this need, it 
matters not to the Soviets that they export without profit 
or, indeed, at a loss, nor does it help the rest of the world 
to know that Russian exports do not constitute true eco- 
nomic surpluses or that they would cease to exist if Rus- 
sian home needs were adequately met. In addition there 
is for Russia the incidental, but important, political philoso- 
phy that the dumping of her products abroad necessarily 
injures capitalistic competitors. 


No Russian product is better suited to ex- 
portation than oil. Despite industrialization, 
growth of the domestic demand is slow and 
transportation of oil from the chief fields to 
the Russian markets is geographically difficult. On the 
other hand the oil of the Baku and Grozny fields is readily 
accessible to the Black Sea and the Mediterranean, thus 
having a natural advantage in most European markets as 
well as a ready entry to the East through the Suez Canal. 

The Soviet Government, through its Oil Trust, has not 
been slow to take advantage of this opportunity. Switzer- 
land, Belgium, England, Ireland and Austria have all been 
faced with the problem of Soviet dumping of oil at prices 
below the previously prevailing market. The Russian Oil 


World 
Markets 


Trust is active in Germany, and France and Italy are 
avidly taking increasing quantities of Russian oil. Indeed, 
considering the differing philosophies of government and 
the conflicting motives which endanger world peace, it is 
an ironical fact that the French and Italian navies, now the 
_ of tonnage debate, are both supplied by Russian 
oil! 

Of still greater importance, perhaps, are the Near East 
and Far East markets, toward which the Soviets are direct- 
ing special efforts, not without the political aim of a colo- 
nial, anti-capitalistic policy. Soviet oil at low prices has 
appeared in the Indian market, in China, in South Africa 
and in Egypt. It has taken a firm footing in Turkey and 
penetrated the Greek and Albanian markets. In an effort 
to hold its own in some of these areas, the Standard Oil 
Co. of New York was reported last year to have con- 
tracted for purchase of $25,000,000 worth of Russian 
oil over a five-year period, although there is no evidence 
that it can rely upon the Soviet Government to withdraw 
its destructive direct competition from the same markets. 
Recently Soviet oil has penetrated South America, despite 
the closer proximity of the Venezuelan and Colombian 
fields, Batum oil being set down at Sao Paulo 30 per cent 
under former prices. The development of Russian oil ex- 
ports, in comparison with the pre-war total, is strikingly 
shown by the accompanying tables. 

According to Soviet figures, Russian production last 
year was 134,827,000 barrels and is expected to reach 
195,000,000 barrels this year, while the Five-Year Plan 
calls for daily production of 700,000 barrels in 1933. Be- 
cause of the existing world over-supply and the Russian 
willingness to sell at almost any price, such quantities of 
oil exercise a destructive market influence altogether dis- 
proportionate to the actual volume involved. Whereas in 
1913, the Russian market consumed some 90 per cent of 
Russian oil production, in 1928-1929, the first year of the 
Plan, domestic consumption was only 56 per cent of the 
total and exports were correspondingly increased. Because 
of lack of refining facilities, exports of crude oil, especially 
for use as fuel, have grown much more rapidly than ex- 
ports of gasoline and kerosene. In future, however, further 
development of Russian refineries can be taken for granted. 
To cope with present marketing difficulties. Russia 

(Please turn to page 346) 
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The Abundance of Oil is Attested by Huge Supplies at Every Large Port 
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“Now Don’t Quote Me, 
beat—" 


As Reported by the “Itinerant Economist” 


More Business, More Jobs and Less Profit 


“We have something more fundamental to deal with in 
the problem presented by the current business depression 
than any of its predecessors,” said a great utility executive, 
who found time to be meditative in the midst of the rush 
of the annual gathering of the National Electric Light 
Association. “These five or six million people out of work 
are not the result of what you might call a business accident 
that will soon be remedied. They have been accumulating 
for years—and now they are being delivered C.O.D., you 
might say. 

“Potentially, the workless workers have been getting more 
and more numerous with the in- 
crease in the number and efh- 
ciency of machines. The ma- 
chines, year by year, have been 
abolishing old jobs much faster 
than they have made new ones 
—which is another jolt for 
classic economic theory. The 
war came along and absorbed 
the surplus workers, first and 
last, for about twelve years— 
with some help from the un- 
foreseen unemployment diver- 
sion to the movies, the automo- 
bile and its auxiliary industries, 
radio, etc. But by 1928 we had 
warning that the day of reckon- 
ing was at hand when for a 
time in the winter the numbers 
of the unemployed shot up to 
5,000,000. With the cyclical recession of business last 
year, the day of reckoning arrived in all its grimness. 

“Now, what are we going to do about it? Of course, 
two or three millions will be temporarily sopped up 
in the next business upturn, but that is no permanent 
solution of the problem. We can reduce the standard 
of living, work shorter hours for less money and so pass 
the jobs around, or we can arrange a better distribution of 
the annual income. The surpluses of our great corpora- 
tions are normally taking too much out of the yearly circuit 
of wealth. I mean that for the sake of steady, full-channel 
prosperity more of the national income ought to go to 
wages, salaries and dividends, and less to surplus. It is 
wages, salaries and dividends that make purchasing power. 
We need to keep the volume of this circular river of pro- 
duction for consumption and consumption of production 
as large as possible. I am well aware that increasing wages 
and the wage share of income means that profits must be 
relatively less than in the recent past. Capital can take 
its choice: it is more business, more jobs and less profit or 
more and more trouble and less profit.” 
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Stick to Your Own Job 


“Pronounced improvement in business in this country, 
and the world over, will come if everybody will stick at 
work on his own job.” 

This observation, freighted with sound philosophy and 
reasoning, was made a few days ago by the head of one of 
the largest and most influential financial institutions in this 
city. It came in reply to a question as to the extent that 
the business of the country had improved. 

“While our reports,” the banker added, “‘do not indicate 
any very striking change for the better that is discernible 
to the average observer, it is bound to come. Our country 

is so large, the activities of its 
IONAL 9 people and business interests so 
' numerous and diversified, that 
' only moderate improvement in 
every direction or even in the 
leading lines, will be needed to 
add materially in the aggregate 
to the present volume and make 
the whole situation look de- 
cidedly different and better.” 
This important financier, who 
has his fingers on the pulse and 
affairs of the world, made it 
clear that normal conditions 
and prosperity in this country 
cannot be restored by seeking a 
cure-all through the tedious 
processes of state: or Federal 
legislation, by industrial con- 
ferences or any other whole- 
sale medium, but solely by everyone “sticking at work on 
his own job.” 


"se ee 7 O 


Big Stockholders Don’t Always Win 


“Boards of directors do not always vote as the biggest 
stockholder or stockholders among their number might 
wish,” said a prominent banker. “I can tell you a striking 
exception,” he continued. “Last March, when New York 
Central officials decided that the directors should give care 
ful consideration to a reduction in the dividend, several 
supposedly influential members of the board had not re 
turned from their mid-winter vacation. 

“This particular dividend action was regarded so impor 
tant that telegrams were sent to every director who did not 
expect to be present at the meeting. George F. Baker, 
who has since died, was easily the most prominent absentee. 
He was at Jekyl Island. Although invariably and notori 
ously prompt with respect to everything, his vote by wire 
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was not received until a few hours before the meeting. It 
was in favor of continuing the dividend at the $2 quar- 
terly rate that had been paid for some little time. 

“Notwithstanding the fact that for some years the then 
‘Dean of Wall Street Bankers’ had been set down as the 
largest individual owner of New York 
Central stock, and the members of the 
executive committee had gone so far as 
to hold some of its meetings at Mr. 
Baker’s bank, at Broadway and Wall 
Street, instead of the company’s office in 
the 42nd Street area, the board voted 
against Mr. Baker and reduced the 
quarterly dividend rate from $2 to 
$1.50. I happen to know also that one 
of the members of the Vanderbilt 
family, who likewise is a New York 
Central director, was in favor of a $2 
dividend for the first three months of 
this year. 

“I tell you, most boards of directors, 
particularly those of the largest corpora- 
tions, are becoming increasingly inde- 
pendent and vote the way they believe 
is the best for the greatest number and not to please one 
or two big stockholders.” 


A Rich Man Looks at Himself 


I met by chance the other day a man who is reputed 
to be among the first ten wealthiest men in America. He 
is at the head of a group of businesses that girdle the earth. 
I started a conversation, aimed at getting this man’s inter- 
pretation of himself, by remarking that one of his execu- 
tives had told me some time ago that he had never at any 
time seen any deal or transaction of any kind in the nu- 
merous enterprises that centered in the “chief” that had 
not been on the highest plane of fair and square dealing, 
contrary to the popular notion that most great fortunes 
are built up with some measure of chicanery and ruthless- 
ness if not virtual robbery. ‘Maybe it is the fault of my 
conscience,” said the man of incalculable wealth, “but there 
is nothing worrying it, aside from the little things of hu- 
man relations that trouble my office boy in the same way 
that they trouble me. I have 
never schemed to accumulate 
avast fortune at any cost. It 
simply has been one thing fol- 
lowing another, the main ob- 
jective with me being the joy 
of doing one good job after 
another. At first I worked 
single-handed, but each new 
enterprise brought an addition 
to a circle of able men that 
gradually grew up about me. 
I am the nucleus you might 
say rather than the boss. We 
constitute a group of men 
trained in the great game of 
business. All of us love the 
game more than the very sub- 
stantial rewards it has brought 
us, although I am not telling you that we do not prize 
them. Somebody else might and probably would have done 
the work we have done, if we had not been picked for it 
M some inscrutable way. We have made money, lots of 
it, but we never took it away from anybody else. Some 
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day society may decide that it has paid us too much for 
our work, but according to the best standards of the pres- 
ent time we have given value for all that we have got. 
Certainly I am not ashamed of my wealth. Perhaps I 
might have busied myself in some higher occupation, but 
I feel that I have done what I was fitted 
to do. No consideration could cause me 
to say publicly what I am telling you, 
as one man to another, for I would sim- 
ply be called a pious hypocrite. But you 
asked and I have answered.” 


Figures and Human Nature 


“T have just been reminded of the oft- 
forgotten fact that figures are one thing 
and human beings something else,” said 
an efficiency expert, who had been em- 
ployed to check up the economies that 
were calculated to result from certain 
wage reductions. “It was thought that 

, * besides the sorely needed curtailment of 
cash outgo that would follow the wage cut there would 
also be a gain in efficiency of the employes, because they 
well understood that the management had no alternative 
but to shut down the plant. It may be that this particular 
group of employes were shot through with social discontent 
and communistic sympathies, but I found that the unit 
productivity of that plant was considerably less after the 
wage reduction than before. In other words the wage cut 
had increased the cost of its output per unit, because the 
workers were deliberately loafing on the job.” 


“VRC 


Styles in Securities 


‘As with the women’s dress business and various other 
industries, one of the problems of my business is that of 
changing public taste,” remarked the head of a leading 
investment banking firm. “There are styles in securities, 
as in clothing. Investment fads are dangerous both to the 
buyer and the underwriting house. Some firms, for ex- 
ample, reaped a temporary harvest during recent years in 
the radio and aviation booms, 
but the eventual result was 
a loss of considerable prestige, 
if not money. Similarly, the 
1929 boom in management in- 
vestment trusts has worked 
out unfortunately, generally 
speaking, for all concerned. 
Quite aside from money, not 
a few banking reputations 
have been damaged. It is ob- 
vious to me that the recent 
boom in fixed trusts is riding 
for an eventual fall. It is a 
fad which will not last when 
the test of practical experience 
is applied and investors find it 
is not an easy or certain road 
to wealth. On the other hand 
it is an ironical absurdity that stocks of some of the better 
management type trusts have fallen so far below the liqui- 
dating value of underlying portfolios. It is my opinion 
that in ignoring these stocks in preference for fixed trusts 
investors are overlooking a bet.” 
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Rail Situation Demands Action 


Investments of Insurance Companies, Savings 


Banks and Thousands of Individuals at Stake— 


Now Is 


the 


By Prerce H. Futton 


Time for Constructive Relief 








HE recovery of from 10 to 
30 points, or about 20%, 
in railroad stocks from the 
low levels of June 2 and the de- 
gree of leadership that they as- 
sumed in the general upward 
swing have attracted wide atten- 
tion and caused much favorable 
comment. These developments 
have raised many questions also 
in the minds of the millions of 
investors in railroad stocks and in 
the minds of everyone who is 
constructively interested in the 
restoration of normal business 
conditions in this country. 
“The Rails Lead the Market.” 


The time for conferences and investi- 
gations: on the status of the steam rail- 
roads of this country is past. The time 
for genuine relief in the form of more 
favorable rates, consolidations and regu- 
lated competition is at hand. 800,000 
stockholders, 1,600,000 employees, every 
insurance policyholder and savings bank 
depositor stand in need of constructive 
and immediate action. 


partment of New York State re- 
moved several more issues of 
bonds, and even four series of 
equipment trust certificates, from 
the list of legal investments for 
savings banks. 

This does not mean that the 
railroads that issued those securi- 
ties are not earning and paying 
the interest charges on them and 
are on the verge of receivership, 
but it does mean that those par- 
ticular securities and the roads 
behind them have received a de- 
cidedly “black eye” in first-class 
investment circles. The securities 
were removed from the so-called 
legal list because net earnings 





This caption, which appeared 





frequently on daily reviews of 

the stock market during the first 

half of June, had had a painfully un- 
familiar ring for a long time. Instead 
of playing the part of leader, they had 
served as a football, at which many a 
kick was taken. 

Why did railroad stocks slump so 
severely for so long? Why have they 
had a sharp recovery this month? These 
are altogether pertinent questions that 
open up subjects to which the most 
careful attention should be given by 
everyone interested in, and having 
authority over, the railroads. This 
means all owners of railroad stocks, all 
who may be contemplating buying 
them, all regulatory bodies, Congress, 
the I. C. C. and the many state com- 
missions. 

Without any desire to cause undue 
alarm, it should be stated emphatically 
that the railroads of the United States 
have been, and still are, in a more seri- 
ous condition than has been generally 
realized. There is something radically 
wrong with the railroad situation, for 
instance, when New York Central, 
with its far-flung system, widely 
diversified traffic and large resources of 
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every kind, was able to show from 
earnings and customary investment in- 
come only fixed charges covered for the 
first five months of this year. The off- 
cial figures indicated a surplus of about 
$3,500,000 over interest requirements, 
but it came altogether from two divi- 
dends passed along by subsidiaries. 

There is something wrong also when 
New York Central and Baltimore & 
Ohio each were compelled to reduce 
their dividends at the rate of 2% a 
year and Illinois Central 3%. The 
last named has had a most enviable 
dividend record for a particularly long 
period of years. Something is entirely 
out of joint with the railroads when 
New York Central sold recently below 
72, B. & O. under 44, and Illinois Cen- 
trad at 411%. These quotations were 
reached just before the June recovery 
in railroad shares started. Other well- 
established railroad stocks sold corre- 
spondingly low. 

Worse than this, the bonds of some 
of the well-known railroads were 
quoted at less than one-half their par 
value. Only recently the Banking De- 


were not equal to one and a half 

times the annual interest charges 
on them. What is the matter when a 
well-managed railroad, in this big and 
prosperous country cannot meet that 
requirement? Something serious. 

Why did railroad securities, par- 
ticularly stocks, slump so terribly? For 
several reasons. Because of big and 
seemingly never-ending declines in 
earnings, dividend reductions, the atti- 
tude of regulatory bodies toward the 
railroads, with no definite prospect of 
early and pronounced improvement in 
revenues, many investors and pretty 
much everybody lost confidence in the 
earning power of the railroads and in 
the stability of their stocks. Many in- 
vestment owners liquidated a part or 
all of their holdings and speculators 
played football with stocks they bor- 
rowed for the purpose. 

Why have railroad stocks been go 
ing up this month? Because thousands 
of investors never sold a share, either 
at the high levels in 1929 or at the 
low levels of late May and early June; 
because carefully thinking investors be- 
lieve that, in spite of all the adverse 
conditions in business in general in this 
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country and in the position of the rail- 
roads in particular, the shares of the 
leading carriers are sound investments 
if any medium into which money is 
ordinarily put in this country is good. 

A substantial part of the recovery 
undoubtedly was due to the efforts of 
the railroads of the United States to 
agree upon a form of application to 
the I. C. C. for an increase of 15% 
in freight rates. That document has 
been lodged with that body and it is 
confidently believed that a decision will 
be forthcoming as soon as possible and 
practical. Opinion here and in Wash- 
ington differs as to the length of time 
that will be required for the I. C. C. 
to canvass the subject but the prevailing 
guess is not much less than four 
months. For the sake of the roads and 
their security holders it ought to be 
sooner. We have had enough of con- 
ferences, investigations and_ politics. 
What we need now is action—and that 
promptly. 


Consolidations 


Sentiment with respect to railroad 
stocks has been helped by the published 
report that the heads of the four large 
systems in Eastern territory had finally 
agreed upon a consolidation plan that 
would be filed with the I. C. C. at an 
early date. Such a plan has been under- 
way for some years, during all of 
which, until two weeks ago, it was im- 
possible for the heads of those four big 
systems to reach an agreement. 

The closing out of market contracts 
by operators who have been manipulat- 
ing the rails for many months, is sup- 
posed to have contributed its part to 
the recovery. In fact, word has come 
from the floor of the Stock Exchange 
that the Governors of that body have 
placed a ban upon that kind of trans- 
action. 


commission. What are they going to 
do to put the railroads where they 
should be? Secondly: Special attention 
should be given to the railroads just 
now and in the coming months because 
of the tremendous volume of their se- 
curities, stocks and bonds—in the hands 
of investors, individual and institu- 
tional. There are approximately 11/4 
billion dollars, par value, of railroad 
bonds in the hands of the public, 40% 
of which are held by insurance com- 
panies and banks and 60% distributed 
among small investors. 

Such investments have long been a 
most important channel for the funds 
of both insurance companies and banks. 
When these securities are in any way 
threatened or impaired the repercus- 
sions are widespread. We cannot afford, 
from a national standpoint, to see them 
jeopardized. We have reached a point 
were government action must be swift, 
sure and decisive. 

There are also more than 800,000 
widely distributed holders of railroad 
stocks. Thus it is plain that the capi- 
tal with which the railroads of this 
country are operated, has been fur- 
nished, directly and indirectly, from the 
savings of the people as a whole. 

Much has been said of the possibility 
and feasibility of a 10% reduction in 
the wages of railroad workers, if the 
15% increase in freight rates is not 
granted by the I. C. C. The ability 
of the railroads to make a fair profit 
has a direct bearing, under normal con- 
ditions, on the well being of 1,600,000 
employees, and an indirect bearing on 
practically as many more, who are 
identified with industries that manufac- 
ture materials and supplies for the car- 
riers. Assuming that the average house- 
hold affected consists of only four per- 
sons, it is conservative to say that more 
than 12,000,000 individuals are defi- 


nitely affected by the earning power of 
the railroads. 


What the Increase Means 


They have gone about as far as they 
can in the reduction of operating ex- 
penses. All but the very strongest, be- 
cause of the terrific slump in gross 
earnings, have deferred maintenance to 
an extent not at all in keeping with 
sound railroad operation. ‘They can- 
not produce traffic out of the air. They 
can only solicit and carry it. Execu- 
tives have decided that the increase of 
15% in freight rates is the only step 
that will restore their gross earnings to 
a safe level and their properties to a 
reasonably sound position, until the 
business of the country revives substan- 
tially. 

As to the reasonableness of this in- 
crease, which, it is expected, would add 
approximately 400 million dollars a 
year to the gross earnings of the rail- 
roads, listen to a word from M. J. 
Gormley, executive vice-president of 
the American Railway Association: 
“As a result of a 10% rate reduction 
made in 1922—and regardless of any 
other individual rate adjustments— 
freight revenues of the railroads have 
suffered a total drop of $4,705,706,- 
000. This ignores entirely the fact that 
a steady whittling away of the rate 
structure also has been going on since 
that time, which has adversely affected 
railway income. If the railroads had 
not successfully reduced their unit cost 
of operation by 20% during the last 
decade, they would have reported a net 
operating deficit of $100,000,000 for 
1930.” 

As the severe depression in business 
for well on to two years has had such 
a serious effect upon the gross earn- 
ings of the railroad, now it is believed 
by many aw 
thorities that the 








“Why say so 
much about the granting by the 
railroads at this I. C. C. of the 


time?” some cyni- 
cal observer will 
ask. For several 
reasons. First: If 
the steam rail- 
roads of the 
United States are 
not able to con- 
tinue as going 
business proposi- 
tions, the coun- 
ty as a whole 
will not go ahead. 
President Hoover 


rate case. 


What the Railroads Ask For and Expect 


1.—An increase of 15% in all freight rates and charges. 
2.—That their application be treated as an emergency, and not as regular 


3.—Increases on freight traffic generally to be on percentage basis. 

4.—That for increases on coal, coke and certain other commodities, 
specific tariffs be filed. 

5.—Estimated increases would give total net railway operating income 
equal to not more than 4% annually on property investment. 

6.—Necessity of railroads being able to meet State requirements legalizing 
their securities as investments for insurance companies, savings banks and trusts 
especially stressed. 

7.—Railroads do not propose wage reductions at this time. 

8.—Return on property investment for first four months of 1931 only 





lift for which 
application has 
been made, 
would help ma- 
terially to restore 
prosperity. Just 
a few striking 
figures to show 
what normal 
buying by the 
railroads means 
annually in the 
aggregate busi- 
ness of this coun- 





knows this, Con- 2.24%. try. 

gress knows it, 9.—Asserted steam railway transportation not become moribund enterprise. Under such 

—. oe 10.—Can be maintained satisfactorily if country is willing to pay reasonable conditions the 

knows it and so _—iprriee. (Please turn to 
every state sina. iinet ia citataite page 348) 
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DUKE-PRICE POWER 
First 6s, 1966 





Attractive Yield from First 
Mortgage Bond 


Rising Trend of Earnings Strengthens 
Position of Hydro-Electric Company’s Bonds 


By Ronatp P. Hartwe.i 








h.p. additional for 10 years 
with the option of taking this 
additional amount for the re- 
maining 40 years but only at 
an increased price. Finally, 


HE earnings record of 
Duke-Price Power Co., 
Ltd., since the begin- 


ning of operations on May 
10, 1926, indicate that the 


Earnings Record of Duke-Price 
Power Co., Ltd. 


first mortgage bonds of this Times Interest | the Port Alfred Pulp & 
. ° Operating Net Income Earned on | b 

company are steadily moving Revenues (Total) First 6s, 1966 | Paper Corp. for 25 years be- 
into stronger position. The + area $4,365,203 $3,111,086 1,41 ginning with 1926 has con: 
gross earnings as well as the EA ig peat 4,106,839 2,863,421 1.30 | tracted for energy which now 
net earnings have grown each een 8,814,063 2,837,149 1.27 amounts to 30,000 h.p. an- 
year and through the opera- ener 3,123,526 2,408,791 1.08 | nually. 

tions of the sinking fund, the 1926* ....... 1,030,866 1,470,591 1,04 | The annual payments un- 


der the 50-year contracts, 
i.e., the Aluminum Co. and 
the Shawinigan Water @ 


bond issue is gradually being * May 10 to December 31. 
reduced. Specific features | 
about the bond issue make it ————— ———— —- 














an attractive holding for the 

average bond investor and 

one in which at current price levels he 
can obtain a better than average in- 
come on a well-secured obligation. 

Duke-Price Power Co., Ltd., is con- 
trolled by the Aluminum Co. of 
America interests through ownership 
of 534%4% of the common stock which 
is held by the Aluminum Co. of Can- 
ada, Ltd. Shawinigan Water & Power 
Co. owns a 20% interest in the com- 
mon stock and the remaining 2624% 
is held by the Duke-Price interests. 
The strong backing of the company is 
not the least of the favorable features 
which lend attraction to the bond is- 
sue. 

The company was incorporated July 
8, 1924, in Quebec, Canada. It owns 
and operates a hydro-electric power 
station located on the Saguenay River 
in Quebec. The hydro-electric plant 
at Isle Maligne has eleven 45,000 h.p. 
units now in operation, making total 
installed capacity of 495,000 h.p. The 
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ultimate capacity of the plant is 540,- 
000 h.p. 


Long Term Power Contracts 


Through firm contracts Duke-Price 
Power Co. sells 330,000 h.p. of this 
over a long period into the future. For 
a period of 50 years from 1926, 100,- 
000 h.p. will be taken annually by the 
Aluminum Co. of Canada, Ltd., per- 
formance of whose contract is guaran- 
teed by Aluminum Co. of America, 
one of the largest and most powerful 
industrial companies in the United 
States; another 100,000 h.p. will be 
taken annually from January 1, 1926, 
by the Shawinigan Water & Power Co., 
Ltd., a long established and financially 
strong Canadian electric power com- 
pany; 40,000 h.p. has been contracted 
for annually by Price Bros. Co., Ltd., 
a large paper and pulp unit in Canada, 
for a period of 50 years and 60,000 


Power Co. contracts, amount 

to $2,880,000 per year, while 
payments under the Price Bros. and 
the Port Alfred Pulp & Paper con 
tracts amount to an additional $855, 
000. The aggregate under all four 
contracts is $3,735,000 which compares 
with interest requirements of $2,220, 
000 on the original amount of first 
mortgage bonds issued. These power 
contracts may be altered only with as 
sent of 80% of the outstanding bonds 
(not including any owned by the conv 
pany) and with consent of the Ameri 
can trustees, provided that the altera’ 
tions do not reduce the revenues of 
prejudicially affect the rights of the 
company or the bondholders there’ 
under. 

The bonds are secured by a first 
mortgage on the entire physical prop: 
erty of the company owned and to all 
additions to the physical property un- 
der the mortgage lien. The bonds, 
moreover, are a floating charge upon 
all of the other assets of the company 
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and are further secured by pledge of 
the long term power contracts men- 
tioned previously. The bonds were 
originally issued to the extent of $37,- 
000,000 but through the operations of 
the sinking fund provisions have been 
reduced by some $348,000 to $36,652,- 
000 which were outstanding at the end 
of 1930. 

The total authorized amount of first 
mortgage bonds is $50,000,000, but the 
issue of the additional $13,000,000 is 
subject to certain restrictions. The in- 
terest rate on the additional issue must 
not exceed 6%, and only $3,000,000 
may be issued for the acquisition of 
stocks or other securities or properties 
at not exceeding 75% of the cost 
thereof without any restrictions as to 
earnings. The remaining $10,000,000 
may be issued only for not more than 
75% of the cost of the additional phys- 
ical property subjected to the lien of 
the mortgage, and provided that net 
earnings for 12 consecutive months out 
of preceding 15 months shall have been 
at least one and a half times annual 
interest requirements on all bonds 
theretofore issued and then proposed to 
be issued. 

A feature of the first mortgage bond 
issue is the operation of sinking fund, 
which is estimated will retire at least 
50% of the entire issue by maturity. 
Beginning September 1, 1929, and cu- 
mulative thereafter a fund equal to 
Yy% of the total amount of bonds 
issued plus the interest which would 
have accrued on the bonds already re- 
tired will be used for the purchase of 
bonds at not exceeding the current call 
price, and to the extent not so used the 
fund is applied to call of bonds by lot 
at existing redemption price. The call 
price until May 1, 1936, is 105'4 and 
thereafter the premium decreases 34 of 
a point for each five-year period elapsed 
until May 1, 1961, and at 101 there- 
after to maturity. 

The gross and net earnings have 
steadily increased since the company 
started operations. In the first full 
year of operation, 1927, the interest on 
the first mortgage bonds was covered 
only 1.08 times while in 1930 this cov- 
erage was raised to 1.41 times. Total 
operating revenue last year was $4,- 
356,203, against $4,106,839 in 1929. 
Operating income after expenses, de- 
Preciation and taxes amounted to $3,- 
054,005, against $2,768,080. Depre- 
ciation alone amounted to $581,403 in 
1930. After crediting other income, 
the net available for interest on the 
first mortgage bonds was $3,111,086 in 
1930 and $2,863,421 in 1929 equiva- 
ent to 1.41 and 1.30 times these 
charges respectively. 

The balance sheet as of December 1, 
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Note.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue is not 
intended as an indication of its relative investment merit. Readers 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 

Railroads 
Prior Interest Current Yield 
Liens Times Call Recent In- to 
(Millions) Earned* Price Price come Maturity 
Southern Pacific Ist 4s, 1955........... 12,4 2.0X 105 97 4.1 4.3 
Atchison, Top. & 8, Fe 4s, 1955. 273.3 3.77 110 97 4.2 4.4 
Pennsylvania Gen. 44s, ‘‘A,’’ 1965 184.0 19 (N) 101 4.5 a4 
Tilinois Central Ist 4s, 1951 ...... eece 1.5 (N) 95 4.2 4.4 
New York Central Deb. 6s, 1935......... 630.2 1.54 110 105 6.7 4.5 
Rock Island-Frisco Terminal Ist 4%s,' {/ i! |i 

DE cetisigdidepasteveveneawauses (d) x 1024%4T 97 4.6 4.6 
POMS VAIN BE; LOGE... cevccrccevcecs aie 1,81 102T 105 4.8 4.7 
Great Northern Gen, A 7s, 1986..... (b) 189.8 1.98 Peer 110 6.4 4.7 
Central Pacific Guar. 5s, 1960........ “ee 1.91 105 (’35)T 102 4.9 4.9 
Chic. & W. Indiana Ist Ref. 5%s, 1962.. 49.9 x 105 104 5.3 5.2 
a ——— & Ohio Ist & Cons. 

Me Ss fncie'e:s ob cing awk dingy ceanae (b) 142 x 1074%T 108 5.6 5.4 
Nor’n Pacific Ref. & Impr, 6s, 2047.(a) 165.6 2.12 110 (’36) 111 5.4 5.4 
Balt, & Ohio Ref. & Gen. 6s, 1995..(a) 285.3 1.64 10712A ('34) 108 5.6 5.6 
Southern Railway Dev. & Gen. 6s, 1956... 183.8 1.61 oda 103 5.8 5.8 
N. Y., Chic. & St. L. Ref. 544s, 1974. (a) 58.8 1,60 105 88 6.3 6.3 

Public Utilities 
Pacific Gas & Elec. Gen. Ref. 5s, 1942.. 29.0 2.67 105T 105 4.8 4.4 
Utah Power & Light Ist 5s, 1944........ ale 2.83T 105 103 4.9 4.7 
Consol, Gas of N. Y. Deb. bys, 1945.(a) 191.1 5.51 106T 107 5.1 4.8 
Montana Power Deb, 5s, 1962........ (a) 33.3 3,14¢ 105T 103 4.8 4.8 
Indiana Natural Gas & Oil Ref, 5s, 1936 ... 2.877 oman 101 4.9 4.8 
Arkansas Power & Lt. Ist & Ref. te 

Vise SiabA Wikis Shine tied 6 6'6 56.6 pasar (ec) 2.0 2.26 105 100 5.0 5.0 
Hudson & Manh’n Ist Ref, 5s, 1957. .(b) 5.9 1.53 105 100 5.0 5.0 
Columbia Gas & Elec. Deb. 6s, 1952..... ao 3,27 105T 97 5.2 5.2 
Northern Ohio Tr. & Lt, Gen’l & Ref. 6s, 

aaah cksaesevecbecnyeses (a) 8.4 2.20t 110 107 5.6 5.3 
United Lt. & Rys. Ist Cons, A 6s, 

Miicadacsdedeseasdnaseduas cogees (b) 11.3 2.15 (N) 108 5.6 5.4 
New * cen P. 8S. Ist & Ref. A 5s, 

PETC OPeUT eT TTT T OTT TTT (a) 9.7 1,32+ 104 92 5.4 5.6 
aan W. Wks. & El. Deb. 6s, 1975.(a) 12.7 1.42 110 103 5.8 5.8 
Standard Gas & Elec, 6s, 1935........... 432.2 1,42 103 100 6.0 6.0 
Standard Gas & Elec, (ee. Se (b) 482.2 1,42 105T 98 6.1 6.1 

Industrials 
Midvale Steel & Ord. Conv. Coll. 5s, 

PT bBE padaieeccenve¥ouaateces ses a 4.34 105 102 4.9 4.5 
Allis Chalmers ~_ 6s, 1987........ (a) 5.39 103T 101 4.9 4.8 
CUll Gi DOW. Bs; TSW. 6c vcsccccccses (c) 2.99 104AT 101 4.9 4.9 
Sinclair Pipe Line 6s, 1942 .......... a) 6.33f 103 100 5.0 5.0 
Youngstown Sh. & Tube Ist 5s, 1978. (a) 2.93 105T 98 5.1 6.1 
National Dairy Prod. Deb, 5%4s, ’48&.(a) ‘avate 7.62 105T 101 5.2 5.2 
Purity Bakeries 5s, 1948................ 0.6 7.74 103% 94 5.3 5.5 
International Match Deb. 5s, 1947....(a) .... 5.67 109H 88 5.7 6.2 
Chile Copper Deb. 5s, 1947.......... (a) 10.20t 102T 86 5.8 6.4 

Short Terms 
Humble Oil & Ref. Deb. 5¥%s, '32...(b) 13.59t 1024%A 102% 5.3 aa 
Smith (A. 0.) Ist 8S. F. 6%s, 1933..(a) -- 88.76 101T 102% 6.3 5.0 
Middle West Utilities 5s, 1933.......... 881.6 1.39F 101% 97 5.2 6.8 
Convertible Bonds 
Am, Tel. & Tel. Conv. 4%s, ’89..... Com.@175.4 6.10 105 130 3.5 ° 
Atch., Top. & 8. F. Deb. 4%s, '48..Com.@166.6 8.77 102 113 4.0 3.5 
N. Y., N. H, & Hart. Gs, '48....... + 1.92 snes 112 5.4 4.9 
Baltimore & ge! = 4%s, ’60.. — @120(h) 1.64 105 89 6.1 5.2 
Texas Corp. 58, 1944.........cccccce m.@70 3.24 102T 93 5.4 5.8 
Inter’] Tel. & tral. Des. 4%s, ’39.. aan @63.9 2.27 102% 88 5.1 6.4 
Bonds are in $1,000 denominations only, except (a) lowest denomination $500, 

(b) $100. * On total funded debt. 

A—Callable as a whole only. T—Callable at gradually lower prices. X—Guaranteed 
by proprietary companies. (c) Listed on New York Curb. (d) Available over-the-counter, 
(h) Convertible after February 1. 1931. (N) Not callable until 1947. On basis of 1929 
earnings. 
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\ T this mid-year period of a difficult year there is a substantial basis for hope that the coming six 


months will encompass the start of a genuine business revival. Accordingly, it is a time for the 

prudent investor to prepare alertly for the approach of opportunity, with an eye to profitable re- 
investment of interest and dividends recently received and with regard for necessary revisions in present 
holdings in order that unsatisfactory securities may be replaced by issues of more promising outlook. 


* * *£ * * 





The first half of 1931 has seen business profits and investment confidence reach a very low ebb. It 
has brought home to the public full realization of the serious character of the depression. There is no 
evidence yet of significant improvement in world trade, although it may be just around the corner. In- 
vestment capital remains exceedingly cautious, with the result that interest rates are remarkably low and 
the yield of many securities exceptionally high. 

2. 2 * 


Yet there is a considerable reassurance in the very depth to which we have descended, the duration 
and extent of the decline in business offering promise, supported by all precedent, that the turn may not 
be far ahead. It is significant that the depression’s trend has flattened out and that on the average busi- 
ness for six months has grown no worse. In this situation the combination of record-breaking low in- 
terest rates and general pessimism provides some unusual investment opportunities for the discriminating. 


* * &£ & 








The present time affords an excellent opportunity for acquisition of many good bonds whose prices 
appear to be depressed more by investment timidity than by any real probability that interest payments 
will be defaulted. All that is required is prudent choice. A few meritorious bond selections are shown 
in the accompanying tables. 

s+ 2 * 

The decline of the stock market also presents unusual opportunities in the preferred stock group, 
wherein can be found some seasoned issues well protected by earning power even under conditions of de- 
pression. The yields currently offered are well worth careful scrutiny. In addition to adequate return, 
various issues promise capital appreciation in the next period of prosperity. 

i. a i 


It need hardly be said that the problem of selecting proper common stock investments under existing 
conditions is difficult. Sound investment policy calls for placing only a portion of one’s funds in common 
stocks and then only in stocks of strong companies in well situated industries. Investors requiring “Safety 
First” will do well to await definite signs of business improvement. Others should minimize the risk by 
purchasing in moderate quantities on a scale down. 











Bonds 
High Grade Issues 





i Recent Yield 
; Price % COMMENT 











Arkansas Power & Light 


Bond Is secured by a first mortgage on the major part of the 
company’s property and by a general mortgage on the rest of it. 
Company is a subsidiary of Elcetrie Power & Light Corp. Call- 









































Medium Grade Bonds 








| 
: “s | &  Sarewrs 102 4.82 =< 105 after 1936, the premium steadily decreasing until 
° This | iH) d bel tative of the finest i F 
Atchison, To eka & Santa Fe ie ae te enon : palit Ieaeien Unthie. The H 
P ™ issue enjoys an excellent market on the New York Stock Exchange : 
: Ry.—Gen. 4s, 95... seen 100 4.00 Interest requirements were earned about 4/2 times during 1930. i 
: Central R.R. Co. of N. J. Strong bond, well secured. Non-callable. Last year Central : 
H Railroad N J d t ivalent to about : 
: Gem. let 56, BT 2.0... 500005. 1184.16 fier teeta : 
: . ° Both principal and Interest this bond teed by th i 
E Midvale Steel & Ordinance Gethichem Steel Corp. It ts she secered by a direct lien on i 
a eee 105 488 es eee a es ee 
: Secured by a first mort 12 tations and al : 
New York Gas & El. Lt. Ht. & moran on othe sation able io "le lin sitaatd Inthe : 
i me . ork. e t nso! é = 
Pr.—Ist 5s, “48 ..........-. 113 3.96 —throagh the New York Edison Co. Mon-callahie, i 
z 
E ° C I trolled by the Mohawk Hudson P z : 
E New York Power & Light por ml of ‘the poy Hudson fan eae tst : 
aS. eae 100 4.50 erienas._ Betoomebie ot 205 til 1938 and afterwards at 
: g premiu Bi 
a ; Secured by a first mortgage on mceh of the company’s property. i 

Pacific Gas & Electric ap Pg Ge BI Te ge Tp 

Ist & Ref. “C” 5148, °52..... 106 5.00 panding. Callable at 105, which accounts for the relatively high E 

return. : 

° Secured b: 1 mort i th 4 lo- E 

Pacific Tel. & Tel. tated in the States of Callfornia, Idaho, Washington a gw tng H 

Ref. 3 A” 5 8, 52 ey Ak in eae 108 4.11 ae cas ae pn May, 1932, and after 1942 at a gradu- Z 

emium, H 

These bonds are a direct obligation of the company, but are not E 

Procter & Gamble — ng —, — for the —~ cat — June Fone : 

, 1s estimated to have been earned som mes, mal : 

BU Fra csecesases 104 4.15 them’a very strong Issue. Callable at 105 until 1937 and after: H 

wards at a gradually decreasing premium. : 

An open mortgage bond, sceured b direct 11 It of th H 

United Light & Railways cmmanys sop. Te ape mri eitn Het 

covere restrietions on the ons. - 3 

Bot Cot, MA Ge; Se. cos ses 105 5.60 able ater 1947 at 103 and afterwards at a gradually decreasing E 

premium. i 

Union Pacific Railroad Secured by a first lien on some 1500 miles of track and a second ' 

lien on more than 2000 additional miles. Callable at 107% H 

Ist Lien Ref. As, BUOG 5660s 98 4.08 giving considerable margin for appreciation. ‘* : 

sires Secured ort the entire property of th : : 

Westchester Lighting ag i a tavgeiaeant. Company saree Gand. cherbes ty a ; 

as err rere 109 4.3 Saas Manin. Controlled by the Consaldated Gas Co. of fon 

ork. - : B 

: 








| 

Recent Yield ;| 

Price %o COMMENT 

American Power & Light A holding company bond, a dircet obligation but unsceured by i 

Deb. Gs, 2006 2. 655...455. 6 566 ime MA 
American Sugar Refining Sidhe Sane capsanie sone tials taigh me waned same 
ie TER snicnd.ns bb pst oeiene Centon 104 5.07 Se see tn Ae ee See er eee ee 
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Bonds (Continued) 





























Recent Yield 
Price % COMMENT 
Bush Terminal Buildings Co. oa. ‘an ali were ces morgage on Shee 
Ist Ss. F. 58, WO tetcte sees ¢ 97 5.20 oer gu <— the ald a ~~ settee 
By-Products Coke Corp. San oe tn ten toes eal dotnet of Ge Genk. Go: 
Ist 5s, “Aa” _ See c 5.35 Sy ee. until 1934 and afterwards at a gradually de- 
creasing om. 

Electric Power & Light the ae Cilatlon ota sng oranztion sual bythe 
Mie WE Givinsssckakas. ‘Sc nM ea ee 
Lorillard P. . bess obligation nt by mortgage. Earnings last year 
eae rr ere 112 nk 
— American Edison clgatien bu ened by mernage,Exrnings cove ted Sco 
ae PO dick aeccdeess 102 ‘se 3. oa Ee gE gga 15, 1992, 
— Power & Light Seperid by th elt Bond a'share Pag y A 
ON a er ee 100 BE Ae gh Sanne iw, at 105, and 
Standard Gas & Electric A short term note affording an excellent yield In relation to the 

8 OS. | ee 101 5.65 bleh calibre of the severity. Callable at 105. 
U t d Bi - C [ A P A direct a * see co y ee. a, busi- 
nited Biscuit Co. of America wees appears oe ae a sa 
SF. Deb: Ge, 43-........... ot. 550 Tae Sane took, eae gee 


sreasing premium. 





Preferred 


Stocks 





Recent 
Dividend Price 


Yield 
%o 


COMMENT 





American Bank Note Co.. . $3 54 


5.56 


In none of the last ten years has the dividend on preferred been 
earned less than 5.50 times; last year 8.31 times. Net tangible 
assets on Dec. 31, 1930, equal to $215 per share. Non-callabie. 





Amer. Smelting & Refining 
RC EE ee eS $7 118 


5.92 


Dividends pald on this preferred sines organization of Co. in 1899. 
Earnings last year equal to 3.17 times the dividend, and in none 
of the last eight years less than 2.54 times. Non-eallable. 





Buffalo, Niagara & East...$1.60 26 


6.16 


Part of Niagara Hudson Power system. Earnings on this $25 par 
preferred equivalent to $4.97 per share in 1930, $5.24 in 1929 
and $4.59 In 1928. Redeemable at $26% per share. 





Curtis Publishing Co. ....$7 114 


6.15 


Company ranks among the leaders In the publishing Industry; 
publishes ‘‘The Saturday Evening Post.’’ Earned $21.25 per share 
of preferred in 1930 against $23.93 in 1929. Redeemable at 
120. Drop in advertising affects income temporarily. 
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Preferred Stocks (Continued) 





Recent 
Dividend Price 


Yield 
%o 


COMMENT 





E. I. duPont deNemours. .$6 122 


4.92 


A leading manufacturer of powder, explosives, chemicals, paints, 
dyestuffs, rayon, ete. Owns about 23% of General Motors com- 
mon. Earned $56.22 on preferred in 1930 and $78.54 per share 
in 1929. Callable at 125. 





Engineers Public Service 
is LW Fass aces ..$5.50 82 


6.71 


Public utility holding company controlling an important group of 
electric properties. 1930 earnings $16.22 per share preferred 
against $17.65 in 1929. Attached warrants permit purchase of 
one share of common at $68 to Nov. 1, 1938. 





Elec. Bond & Share Co. . .$6 102 


5.88 


A large and powerful publie utility management and Investment 
company. Earnings in 1930 equivalent to $31.24 per share pre- 
ferred and $29.11 in 1929. Callabie at 110. 





Hershey Chocolate Corp. 
Mere eee Couwewns $5 98 


5.12 


Dividends cumulative at rate of $4 per annum but entitled to 
extra $1 before common reecives dividends. Convertible share for 
share into common. Earned $24.24 per share proferred in 1930 
and $21.36 In 1929. 





Inter. Nickel Co. of a 
fwaeee 


| 7 Re ee Meare 5 115 


6.09 


Controls 90% of the world’s nickel supply; also large copper and 
platinum output. Dividend earned 6 times In 1930 and 11‘ 
times in 1929. Preferred divds. paid sinee 1906. Callable at 
120 after Feb. 1, 1934. 





North American Co. ....$3 55 


5.45 


Controls one of the largest groups of electric properties in the 
country; owns 32% common of Pacific Gas & Electric. In 1930 
earned $47.51 on Pfd. and $47.48 in 1929. Callable at $55. 





Pac. Gas & Elec., Ist ....$1.50 28 


5.36 


Largest electric power and light and gas company on Pacific Coast. 
Earned in 1930 on Preferred share $5.37 against $4.69 in 1929. 
A sound operating utility preferred. Non-redeemable, 





Philadelphia Co. ........ $3 53 


5.67 


Utility company supplying electricity and gas to Pittsburgh and 
environs; controlled by Standard Gas & Elee. Co. Earned $28.27 
per share in 1930 against $27.58 in 1929. Non-redecomable. 
Par value $50 a share. 





Procter & Gamble Co. 
(Second Preferred) ...$5 110 


4.54 


One of the largest producers of soaps and of foodstuffs made from 
vegetable oils and fats. Preferred dividends earned 21.4 times in 
1930 and 18.4 times in 1929. Callable at $115. 





Union Pacific Railroad . .$4 85 


4.70 


An Investment rallroad preferred stock. Has large Investment 
holdings. Earned $41.30 on preferred in 1930 and in none of 
last ten years less than $31 per share. 





United Corp., Preference .$3 49 


6.12 


A strongly sponsored utility investment company with important 
minority interests in six large eastern systems. Income from in- 
vestments equal te $6.46 per share in 1930 against $4.66 In 
1929. Callable at 55. 





United Lt. & Power, Conv.$6 85 


7.06 


A large utility holding company supplying services to 799 com- 
munities. Earned $17.44 per share preferred in 1930 against 
$16.62 In 1929. Convertible Inte 2 shares of class ‘“‘A’”’ to 
July 1, 1934. 





United States Stee] ...... $7 140 


5.00 


Dividends pald on preferred since organization in 1901. Dividend 
earned 4.14 times In 1930 against 7.83 In 1929. Average 
earnings for 10 years 3.89 times. Non-callable. 





Westinghouse Electric & 
Manufacturing Co. ....$4 91 


4.40 


Preferred (par value $50) Is entitled to annual dividends of 
$3.50 a share and participates equally with common after latter 
has rcecsived $3.50 per share. Earnings in 1930 equal to 
$148.57 per share preferred. Non-callable. 





West Penn. Power Co. ... .$6 110 


5.46 


Company, a subsidiary of American Waterworks & Electric, serves 
573 communities with population of 780,000. Earned $25.99 
in 1930, and $28.53 in 1929. Callable at 110. 
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Common 
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Stocks 





Recent 
Dividend Price 


COMMENT 





American Chicle ........$3 43 


One of the leading chewing gum, breath perfume and confection 
manufacturers. Has shown a steady inerease In gross and net 
since 1921. Earned $4.43 a share in 1930 against $4.19 In 
1929. Possesses attractive investment characteristics. 





Amer. Machine & Foundry$1.40 31 


Manufactures machinery extensively used in the tobacco and cigar- 
ette industry. Large possibilities in new eigarette machine and 
in greater use of cigar making machines. Earned $2.82 in 1930 
against $2.42 the year before. 





Amer. Tel. & Tel. Co. ....$9 170 


Dominates the telephone business in the United States through 
control of about 75% of the telephones. Period of rapid growth 
temporarily cheeked, but with economic recovery should continue 
gains. Earned $10.44 on average number of shares In 1930. 





Amer. Tobacco Co. “B”’. . .$6 113 


Aggressive management has placed company in position of leader- 
ship in cigarettes. Sales so far this year of ‘“‘Lucky Strikes’’ 
continue upward. Earned $8.56 a share in 1930 against $5.76 
the year before. In semi-investment position, with good outlook. 





Atchison, Topeka & Santa 
Fe Railway ..........$10 158 


A strong railroad system with long record of favorable earnings. 
Sharp recession in 1930 and so far this year but outiook now 
improving. Earned $12.86 in 1930 against $22.69 in 1929. 
Is effecting important operating economies. 





Manhattan Co. ..........$4 


Strong bank holding company controlling Bank of Manhattan 
Trust Co. and other financial institutions. Special eharacter of 
charter enables organization to 2equire banks in other sections. 
Earned $4.87 per share In 1930 against $6.92 in 1929. 





Bankers Trust Co. ......$3 


One of the large downtown New York City banks with strong 
affiliations. The $10 par stock has book value of $45 a share. 
For year ended March 25, 1931, earned $4.23 a share against 
$5.72 the year before. Earnings stable because of type of 
business handled. 





Beech-Nut Packing Co. 


Company In strong position with diversified line of food products 
marketed under well advertised trade-marks. Steadily adding new 
products. Earned $5.52 a share in 1930 against $6.05 the 
year before. 1931 earnings expected to be well maintained. 





Coca-Cola Co. ...........$7.50 145 


A leader in the manufacture of soft drinks with widespread dis- 
tribution In the United States and 76 foreign countries. ‘ Steady 
increase in sales sinee 1922. Earned $11.15 a share last year 
against $10.25 in 1929. 





Delaware & Hudson Co. .. 


A holding company owning Delaware & Hudson R. R., coal proper- 
ties, and large investments. Earned $9.10 a share in 1930 
against $15.14 in 1929. Regular dividends at $9 a share paid 
sinee 1907. 





Drug, Incorporated .... 


Through subsidiaries operates largest chain drug store system In 
world and has extensive business in manufacture of drugs and 
medicines. Earned $6.03 in 1930 against $6.35 a share in 
1929. Strong position shown by favorable earnings. 





First National Stores ....$2.50 52 


fnerates more than 2,550 grocery stores in New England, inelud- 
Ing about 220 meat stores. Earned $5.06 a share in fiscal year 
ended March 29th, 1931, against $5.30 the year before. Longer 
trm outlook favorable. 
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Common Stocks (Continued) 





Recent Yield 
Dividend Price % COMMENT 





Controlling a number of nationally advertised food products, 
there is scarcely a family in = whole — a 2 hove = 
contribute to the eompany’s profits. Progressive as is shown 
Gener BGOOS. 605545025200 47 6.4 experiments with new methods of preserving perishables. Earn- 
. a $ ings last year equalled $3.63 a share compared with $3.68 
previously. 





Has preference over the common in regard to dividends up to 

$1.50 annually = age = — has ne wrt oo rag 

isvl both i participate equally. Earnings remarkably stable. The 

Louisville Gas & Elec. A.$1.75 27 6.5 coment aes of $1.75 is being earned by a margin of about 
50%. 





Company has expanded very rapidly and is now the most Im- 

portant factor in the field. Reeent — a —. = 

i i to rumors of prospective increased competition for the profitable 

National Dairy Products. .$2.60 32 8.1 ice cream business, but adverse possibilities appear to have been 
over-discounted. 





Earnings held up remarkably well for the depression year 1930, 
5 6.0 nearly $22 a share being shown and, wage oy Pe a 
A decline has taken place during the first few months y 
Norfolk & Western ....$10 16 is thought that the present price regards the outlook too pessi- 
mistically. 





Already the most Important publie utility system on the Pacific 

Coast, this company Is steadily expanding —- in the — 

20] i i is gas field. Earnings last year were equal to $3.07 per share of 

Pacific Gas & Electric .. . .$2 44 4.5 common, while the new business obtained so far this year is well 
ahead of last. 





An expanding company engaged in operating a chain of some 

9 32 75 1500 stores of vg age department store type concentrated, = 

4 ¥ the most part, In the territory West of the Mississippi River. Is 

Penney (J. C.) Pee page $ 40 feeling the depression to some extent, but sound managerial policies 
and financial position leave no doubt as to the ultimate outcome. 
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Serves important Industrial and residential part of New Jersey. 

Publ Ss tN $ 3.40 80 43 Company has — record and is steadily expanding. Recent 

i i << oe * 2 reports have indicated much improvement. Earnings for 1930 

er eer J equalled $4.01 per common share, against $3.93 for the cor- 
responding previous period. 
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Present stockholders are getting the benefit of a very conservative 
: poliey carried out during the boom years. Dividends have been 
Southern Pacific ........ $6 80 1.5 paid at the current rate for nearly a quarter of a century. Im- 
mense asset value behind the stock which can hardly fail to be 
productive of greater income in the future. 












= quite —— by the — this weil-known manu- 

F Pp ‘acturer of chemicals and specialties appears—as a speculative 

Union Carbide & Carbon.$2.60 48 5.4 investment—one of the most promising organizations in the field. 
Earnings for the first quarter equalled $0.51 per share of com- 
mon stock against $0.72 for the corresponding previous period. 








One of the oldest public utilities in the country possessing an 

A 3 unexcelled record. Currently per share earnings are running very 

. close to those of last year when $1.54 was shown. Is in a 
Strategic position for any Eastern super-power developments. 





United Gas Improvement.$1.20 28 





Pe i oy ———— and the only one having any diver- 
sification output. Has an excellent record of steadily increas- 
§ eee $4.40 65 6.8 ing earnings in both good and bad times, being in effect as 
nearly depression proof as it is possible to obtain. Last year’s 
earnings $5.60 per common share. 





ssesvUpegvdtevvaaea tiases lsaeDusNscvaPAAUSELATASSEAANIEFNITOUSEETUINENIIAStNTTSFANTTITINNNaT 





eee ne 
> RLUAEAHeDUUeeUnseaehReeeeeGeeUEOELAUeseVECERUESDEUOEUSOUECURUSUUEURDCDSUEUDTONUOSOGEUGIONTONCDEDEDTEUENODEDENET SOOUstseAssissttesesessueenaseseeenesescseessessseetsseseesseOQesteSHESSSG0S00000808 588008700001] /0000 0000008000001 10 188087 0000N0008S1I000;07ENENIPTIDITITSATETTFIIININTNNETETATIITTATTN APTI TETETTRS 


:¢ ———————— nN TEE OCCT 2 


for JUNE 27, 1931 297 













Market Indicators 














Chain Store Tax 


The Indiana chain store tax, which 
is so graduated that the penalties in- 
crease disproportionately with the num- 
ber of stores operated, has received 
much publicity on account of the ex- 
tremely unpleasant possibilities con- 
tained—not this particular tax, but in 
levies of this kind. It now develops that 
the Supreme Court has agreed to en- 
tertain a petition for rehearing the case 
and, if this be granted, the matter will 
not be finally settled until the autumn. 
Meanwhile, pending a final decision 
which, even if adverse, will by no 
means prove an insuperable obstacle to 
the growth of the chain store, there is 
no reason for the individual investor 
to become panic stricken and sell valu- 
able securities while in this state of 
mind. In fact, on the basis of improving 
trade the opposite course presents pos- 
sibilities and on a sudden decline First 
National Stores or Great Atlantic & 
Pacific, for example, are likely to prove 
profitable purchases while, should 
something slightly more speculative be 
desired Kroger and Safeway are worth 
consideration. 


* * &* 


Lower Margin Requirements 


It was considered, and rightly so, a 
constructive development when a num- 
ber of important New York banks 
announced the other day that hence- 
forth they would be willing to lend 
80% of the market value of listed se- 
curities instead of only 75% as had 
been the case previously. It should 
not, however, be taken by the in- 
dividual customer as meaning that he 
can safely buy on such a slim equity, 
for he is extremely unlikely to have the 
diversification of a broker’s loan: nor is 
he available, as is the broker, at a mo- 
ment’s notice to make good any defi- 
ciency with the result that he may be 
sold out for no better reason than that 
he could not be found one morning. 
The individual would do well to con- 


For Profit 


tinue to purchase his investments on a 
very conservative basis—if he must 
borrow at all, 50% of the market value 
is currently the safe maximum. 


* * 8 


International Tel. & Tel. 


Negotiations are said to have been 
nearly completed whereby I. T. & T. 
is to acquire a very substantial inter- 
est in the L. M. Ericsson Telephone 
Co. of Sweden. Such a move would 
link International with Kreuger & Toll, 
for the latter purchased control of the 
Swedish company last year. From the 
operating standpoint, it will eliminate 
much of the competition in the foreign 
telephone field leaving I. T. & T. with 
but one dangerous rival, the German 
firm of Siemens & Halske. The Erics- 
son company, in addition to important 
manufacturing facilities both at home 
and abroad controls the telephone sys- 
tem in various foreign countries, that 
of Mexico being of the greatest im- 
portance to the American organiza- 
tion. One cannot help but be im- 
pressed with the manner in which I. T. 
& T. is steadily expanding and con- 
solidating its position in the field of 
world communications and, while un- 
deniably there still remains much to be 
done, its prospects become less vision- 
ary every day. In fact, one might say 
that, unseasoned as it is, hard hit by 
the world depression and with the 
added disadvantage of having been 
over-boomed in the past, it represents 
nevertheless one of the most interesting 
speculations—to be definitely recog- 
nized as such—available at the present 
time. 


* * 


German Bonds 


While Germany’s position under the 
two-fold burden of reparation payments 
and world-wide depression is un- 
doubtedly somewhat precarious at the 
present time, it is possible that status 
of the so-called “reparations issue” or 


German International 5Vs of 1965 is 
not thoroughly clear in the mind of 
many American investors. The fol- 
lowing is not a recommendation that 
they be purchased, but should merely 
be considered as pointing out that it 
would seem unwise for holders to 
sacrifice their investments at today’s 
low level without explicitly recognizing 
them for what they are. The German 
International 5s are not affected bya 
moratorium on the payment of repara- 
tions; the leaders of the Fascist faction 
have publicly stated that their objec 
tions did not extend to loans volun- 
tarily extended as this was, so that 
there is no reason to suppose that a 
“Hitlerite” victory means their im- 
mediate repudiation; and finally part of 
this bond issue was placed in Germany 
itself. The German International 5!/s 
represent in part the capitalization 
of certain non-postponable annuities 
‘agreed upon in the Young Plan and 
part was a direct loan for the rehabili- 
tation of the German railways. 


An Interesting Preferred 


At the present time there are any 
number of securities yielding between 
3% and 4% with perfect safety. There 
are also any number yielding between 
7% and 20% or higher, but here the 
degree of risk is apt to be so high that 
most of them must be considered out: 
and-out speculations. It is between 
these two extremes that reasonable 
safety is so difficult to find, especially 
between a yield limit of 5% and 6%. 
The preferred stock of Colgate-Palm- 
olive-Peet Co., however, ‘is a likely 
candidate for this section. The com- 
pany is engaged in the manufacture of 
a wide variety of soaps and allied prod- 
ucts many of which are sold under 
trade names known the world over 
and, while the business has not been 
entirely immune from the effects of the 
universal depression, sales of about 
$98,600,000 for 1930 were less than 
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2% under those of the previous year. 
The company has outstanding as of a 
recent date some 256,000 shares of 6% 
cumulative preferred stock out of an 
authorized issue of 300,000 shares. 
There are quite a number of provisions 
which protect a purchaser of this issue, 
among which may be mentioned that 
the company is unable to create any 
obligation maturing in more than a 
year without the consent of two-thirds 
of the preferred stock. Earnings for 
1930 were equivalent to $49.51 per 
share of preferred based on 172,701 
shares, the number outstanding at the 
end of the year. It would be mani- 
festly unfair to calculate last year’s 


. earnings on the present amount with- 


out taking into consideration the cash 
or business received in exchange, al- 
though it is worth noting that the com- 
pany’s earnings for 1930 would have 
equalled nearly $30 a share on the total 
authorized preferred stock—a wide 
margin of safety over dividend require- 
ments. The preferred stock of Col- 
gate-Palmolive-Peet Co. is currently 
selling around its call price of $102.50 
to yield about 5.8%. . 


* * 


Railroad Progressiveness 


That the railroads are not as back- 
ward as some of their enemies would 
have us believe has been clearly shown 
recently. They are advertising as never 
before, economy is being pushed and 
every effort is being made to carry the 
war for freight and passengers into 
their competitors’ territory. Extensive 
us routes are already operated by some 
of them, the Pennsylvania is deeply in- 
terested in aviation and it has now 
succeeded in imbuing the New Haven 
With its progressive policy. The lat- 
ter is reported to be contemplating the 
Operation of a seaplane passenger serv- 
ice between New York and Boston. It 
is developments of this sort which dis- 
Prove the present day theory—as evi- 
denced by the prices for their securi- 
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ties—that the railroads are doomed to 
extinction and it is felt that when gen- 
eral market conditions are better there 
will be many bargains to be obtained 
in this section of the list. 


* * * 


Deflated Investment Trusts 


Whenever a particular group of 
stocks falls into extreme public disfavor 
it becomes increasingly likely that the 
opposite point of view will in the long 
run return handsome profits. A case 
in point is the public’s apparent aver- 
sion to stocks of the management type 
investment trust. The only sound way 
of judging such securities is on the 
basis of liquidating value. Thus meas- 
ured, most such stocks sold far above 
real value in 1929. Going to the op- 
posite extreme, many now sell far be- 
low real value. The requirements of 
the Stock Exchange make it possible to 
obtain a fairly good idea of the under- 
lying portfolios, with the result that a 
share in a diversified list of equities 
may be bought at a discount even un- 
der depressed market quotations. This 
is an abnormal opportunity which can 
not be expected to last indefinitely. 
Furthermore, many such stocks are fa- 
vored by a high degree of leverage. 
Among the low-priced investment trust 
stocks which involve but a small capi- 
tal outlay and which might be bought 
in small quantities and put away as a 
long-term gamble such issues as Ameri- 
can International, Adams Express, 
American Investors and Goldman 
Sachs trading are immediately brought 
to mind. 


* * * 


Chrysler to Produce a “Flivver” 


Betting on a “mechanical improve- 
ment that will be as revolutionary as 
was the self-starter” the Chrysler Corp. 
is to produce a new low-priced car to 
compete directly with the Ford and 
Chevrolet. Although details of the 
newcomer are not expected to be pub- 














lished for some weeks, it is rumored 
that the new car will be a vastly 
changed Plymouth, having a vibration- 
less four-cylinder motor and equipped 
with “free-wheeling.” It is yet too 
early to anticipate the public’s recep- 
tion of the new car but even if it 
should be good, we cannot imagine 
Ford and Chevrolet giving up any of 
their exclusive territory without the 
most vigorous objection and this being 
the case there would seem no valid rea- 
son for rushing to buy stock in the 
Chrysler Corp. on the strength of the 
progress already made, especially as the 
issue has enjoyed a substantial rise in 
recent weeks. 


* * &* 


A Profit Sharing Investment 


The electrical equipment industry 
has been hard hit by the depression and 
the securities of many manufacturers 
in this field have suffered drastic de- 
clines in consequence, but the industry 
will undoubtedly survive and the worst 
that can happen to the strongest com- 
panies is that they will have rather an 
arduous row to hoe over the next year 
or two. One need not run the risks of 
materially lower levels for their securi- 
ties, however, as it is possible to specu- 
late on the future of the electrical 
equipment industry almost on a one- 
way basis. This much-to-be-desired 
end may be achieved by purchasing the 
first preferred stock of Westinghouse 
Electric & Manufacturing Co. The 
issue at present paying $4 annually in 
dividends, has preference over the com- 
mon to the extent of $3.50 a year after 
which they share alike in disburse- 
ments. As a 7% preferred ($50 par) 
the issue is entitled to investment rat- 
ing regardless of the deficit in the first 
quarter of the present year and on this 
basis alone would be entitled to com- 
mand a price of about $80 a share, so 
that if it-could be obtained at this level 
the speculative possibilities would be 
thrown in free of charge. 
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Companies Whose Business Rises 
With the Temperature 


Stocks in Various Industries Which Should 


Reflect the Increase in Summer Business 


ITH the advent of Summer 
W there are many whose fancy, 

although it may lightly turn to 
thoughts of love, will also dwell upon 
shady nooks, tall glasses and tinkling 
ice. Others perhaps will see visions of 
vari-colored ice creams and other 
frozen delicacies. There will be those 
who will dream of congested highways 
and the ecstasy of again hunting the 
ubiquitous “hot dog” in its native sur- 
roundings. The feminine population 
will lay plans for the annual war with 
the shiny nose, while should sunburn 
be fashionable it will be necessary to 
discover a lotion conducive to the de- 
sired effect. On the other hand, should 
sunburn not be fashionable much 
thought will have to be expended on a 
means to combat it. Indeed, everyone 
will have their own special ideas as to 
how the Summer can be made more 
pleasant and comfortable and past his- 
tory shows that more and more of 
these visions are gradually translated 
into concrete indulgence, thereby clear- 
ly disproving Mark Twain when he 
said that everyone talked about the 
weather but nothing was ever done 
about it. It is only natural then that 
the enthusiasm of a public, thoroughly 
convinced as to the merits of cold food 
and drink, automobiles and “hot dogs” 
for hot-weather consumption, should 
have a profound effect upon those 
catering to it and it is proposed to dis- 
cuss here some few of the latest de- 
velopments in our “Summer” indus- 
tries. 


Ice Company Profits 


Ice is the oldest refrigerant known 
and has been used for this purpose for 
thousands of years. In the United 
States about 65,000,000 tons of ice are 
used annually and the amount is con- 





By Henry RicHMonn, Jr. 


tinually increasing. Of this vast 
quantity all but about 10% is manu- 
factured by large companies on a 
mass production scale. Among the 
companies engaged in the production 
and sale of ice, American Ice Co., 
listed on the New York Stock Ex- 
change, affords an excellent example of 
a typical hot-weather stock. The com- 
pany’s profits in the recent past have 
risen from a low in February to a high 
nearly twenty times as great in July. 
This is not altogether surprising in 
view of the fact that the greater part 
of its business is done with households 
of very average means which are heavy 
purchasers of ice only during four or 
five months of the year. It is often 
mistakenly thought that the retail ice 
business is doomed by the mechanical 
ice-box, but although the industry un- 
doubtedly has its troubles this is not 
one of them. In fact, it appears prob- 
able that the tremendous advertising 
efforts made by the manufacturers of 
mechanical refrigerators directed to- 
wards the desirability of protecting 
foodstuffs has actually stimulated the 
ice business by inducing a number of 
families who cannot afford these mod- 
ern luxuries to take ice from the man 
at the door every morning. 

Of course it is true that a company 
like American Ice appears to be feeling 
the effects of the depression to some 
extent. Customers are said to be dis- 
inclined to commence taking ice as 
early as usual and this was partly con- 
firmed in the report for the first quar- 
ter which showed earnings equal to 
only 32 cents a share on 150,000 shares 
of 6% preferred stock against: 46 cents 
a share for the corresponding quarter 
of the previous year. There is still 
plenty of time for improvement, how- 
ever, and bar the recurrence of a dis 
astrous price war, all that it is neces- 


3 


sary to do in order to keep closely in 
touch with the business of this com- 
pany is to watch the weather over the 
North Atlantic States during the com- 
ing months. Very hot weather means 
good business—the drought of last year 
resulted in record earnings from opera- 
tions—while unseasonally cold or damp 
weather means poor earnings. 

Despite the undeniable importance 
of the climate, however, the prospec- 
tive investor should note that the com- 
pany’s working capital position is not 
a strong one and in similar situations 
dividends have often been cut drasti- 
cally and unexpectedly due to the 
necessity of conserving cash. With 
this outlook then, it would perhaps be 
the part of good policy to await de- 
velopments before making a commit- 
ment, regardless of favorable weather. 


Competition in Ice Cream 


From ice to ice cream appears a 
logical step for the purpose of this dis- 
cussion although the’ prospects in this 
case cannot be measured quite so sim- 
ply in terms of sunny days. In the 
first place the principal manufacturers 
of this product are the big dairy com- 
panies so that the business is inex- 
tricably involved with a number of 
other lines. In the second place these 
companies operate throughout _ the 
country so that the weather in any 
one place is relatively unimportant. 
Although the weather in any given loca- 
tion may not be particularly important, 
the significance of the business itself in 
regard to the prospects of National 
Dairy Products, Borden and Beatrice 
Creamery can hardly be over-stressed 
and, while the connection between it 
and the large dairy companies was 
brought out in a recent issue, the 
ground must be gone over again in 
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view of recent important developments. 


In the United States the per capita 
consumption of ice cream has grown 
steadily, from 1.04 gallons in 1910 to 
2.46 gallons in 1920 and it is now esti- 
mated that the country eats annually 
the very respectable quantity of some- 
thing over 3 gallons per person. This re- 
quires some 6 billion pounds of milk, 
250 million pounds of sugar as well as 
tremendous quantities of other materials. 
Indeed the production of ice cream is 
“Big Business” in every sense of the 
word. To the dairy companies, how- 
ever, its supreme importance lies in its 
ability to absorb surplus stocks of milk, 
the demand for which varies seasonally 
and also from day to day. Moreover, 
under present conditions this by- 
product milk probably affords a greater 
revenue than could be derived from it 
were it to be sold in the ordinary way. 


This almost utopian state of affairs, 
however, was apparently too good to 
last and it appears that the mighty A. 
& P. has recently commenced experi- 
menting with the handling of ice cream 
and as this company is undoubtedly a 
formidable competitor of anyone, any- 
where, developments will be interest- 
ing. It is rumored that the dairy com- 
panies have already recognized the 
newcomer by cutting prices in various 
districts and to this move is attributed 
the recent sharp breaks in the securities 
of the companies concerned, although 
in all fairness it should be pointed out 
that the president of National Dairy 
Products stated that the dividend on 
the company’s common stock for the 
first four months of the present year, 
after the usually generous reserves for 
depreciation and maintainance, had 
been earned by a comfortable margin. 
Yet another candidate for the profit- 
able ice cream business is Swift & Co., 
the big meat packer. Following modifi- 
cation of the Packers’ Consent Decree, 
the company has sought diversification 


and ice cream appears a logical choice 
because much of the necessary equip- 
ment such as refrigerators, milk separa- 
rators and storage facilities are already 
possessed. 

While the big dairy companies are 
well entrenched in the field and have 
the added advantage of nationally 
known trade names for which exten- 
sive advertising has built up a good- 
will which certainly will not be sup- 
planted easily, the competition which 
is developing cannot be dismissed too 
lightly, for ice cream is the solar plexus 
of the dairy business. National Dairy 
Products with its principal brands 
‘“Hydrox” and “Breyer’s” is the largest 
manufacturer of ice cream in the world 
and it is estimated that nearly a quar- 
ter of the company’s dollar sales and 
almost half its net profit is derived 
from the product. The Borden Co. 
with its “Reid” and “Horton” brands 
is a fairly close second, while Beatrice 
Creamery, the smallest of the three 
companies, has expressed an intention 
to nationally advertise “Meadow Gold” 
and is expanding in the field by con- 
stant acquisitions. 


Bright Prospects for Beverages 


Ice cream and charged beverages ap- 
pear to go together and the tremendous 
growth in the sale of soft drinks over 
the last ten years or so has been truly 
remarkable. Of course prohibition has 
undoubtedly been a factor and the 
‘noble experiment” is generally sup- 
posed to have had two distinct reac- 
tions on the soft drink industry—both 
favorable. It has naturally stimulated 
the consumption of all soft drinks 
among which Coca-Cola may be men- 
tioned as a typical example, while in 
addition there is every reason to sup- 
pose that the law has given an extra 
push to such products as “Canada 
Dry” ginger ale and “White Rock” 


mineral water which, the writer is in- 
formed, are excellent for the purpose 
of making modern liquor more palata- 
ble. Finally, in the Prohibition Law 
can probably be found the reason why 
certain soft drinks do not react to the 
weather as much as might have been 
expected for to many the drinking of 
liquor is an all-the-year-round occupa- 
tion—heating in winter, cooling in 
summer. 

Looking back over the quarterly 
statements of the Coca-Cola Co. it 
will be noticed that the first and last 
quarters of the year are about the 
same, while in each of the second and 
third quarters its business runs some 
50% ahead of the other two periods. 
To Coca-Cola then the hot weather is 
at least of some importance, although 
this is likely to be gradually less so, on 
account of the company’s continual ex- 
pansion in foreign fields. This, how- 
ever, cannot be considered a disadvan- 
tage for any development which tends 
to flatten out the “peak-load” is al- 
ways beneficial to both the company 
and its stockholders. In view of the 
remarkable record possessed by the 
Coca-Cola Co.—volume has grown al- 
most without interruption since 1886 
until the present time, while earnings 
last year registered a new high record 
equivalent to $11.15 per common 
share compared with $10.25 for the 
previous twelve months—it is undoubt- 
edly an issue which. commends itself 
particularly during a period of depres- 
sion when drastic recessions in earning 
power are so frequently reported. 
Perhaps the greatest advantage pos- 
sessed by the Coca-Cola Co. over 
other soft drink manufacturers is 
that the company can advertise “the 
most refreshing drink in the world”; 
it does not have to concentrate upon 
persuading the public that its Coca- 
Cola is better than someone else’s Coca- 
Cola, thereby wasting much effort and 
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Working Capital 
Dec. 31, 1930 


Current 
Price Dividend 


8.93 21 8 
1.12F 61 4 6.5 
5.12 56 3* 5.4 
Canada Dry Ginger Ale 6.64 42 8 7.1 
Coca-Cola Co, A 145 7 4.8 15,864,000 170 133 
1,11 8 6,989,721 18 6% 
nil b 5 oe ne 3,384,485 e 9% 4 
4.10 8.0 47,007,826 50% 26%, 
4.78 39 a 10.2 1,452,180 c 41% 36% 
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; 5 ‘ Co. have good records albeit consider. 
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does not indicate a preference for one issue over any of the others. Coca-Cola Co. The White Rock Co, 
Readers should observe a proper diversification of commitments in mak- is the more stable of the two and can 
ing their selections from this list. barely be considered a hot weather 
stock as one quarter of the year is 
: much the same as any other quarter. 
Railroads It is, however, expanding and White 

Div. Rate —Earned $ perShare—, Redeem- Recent Yield Rock ginger ale has been featured _s 

$per Share 1928 1929 1980 able Price % special advertising campaign for a year 

Norfolk & Western 4(M) 188.78 18820 19850 No 91 44 or more and it is possible with the fur- 
46.82 4948 4190 No 86 47 ther development of its diversification 

Atchison, Top. & 8. Fe os 86818 68 6Mel UM 8S program that the company may assume 


49.44 48.87 36.46 No 67 6.0 . | h h h us 
N. ¥., New Haven & Hart... 94.40 45.47 30.50 115 107 65 typical hot-weather characteristics. 


Ghikeaee & Weithwestern 58.84 69.65 87.26 No 99 7.8 Earnings for last year attained new 
heights equal to $4.78 per common 
share compared with $4.42 for 1929. 
The business of Canada Dry Ginger 
Ale Co. fell off sharply in the last 
quarter of 1930, although since this 
Tee i ahi time considerable improvement has 
Public Service of New Jersey.. 20.98 19.04 been registered and the company is 
So, California Edison “B’ .... 1% (0) 8.28 = 8.61 d ' now nationally advertising a new large- 
Pacific Gas & Eleo, Ist 4.2% = 4.67 . ‘ sized bottle which it is hoped will re 
Sa eee =e |p sue in el further betterment 

est Mane, Bilece ...0...... 58.15 47.48 j As speculations, the common stocks 
Elec. Bond & Share 18.43 29.11 of both White Rock Mineral Springs 
American Water Works & El. $1.05 89.11 . . Co. and Canada Dry Ginger Ale Co. 
a er nh to 6. ae possess obvious merit and at present 


Columbia Gas & Electric “A”. 6(C) 80.78 88.95 . and | 
National Pr. & Lt 6(C) 45.88 50.22 prices return an attractive yield. They 


United Corp. 8 (0) vans 4.66 ; ‘ may be bought as soon as general 
anes OAS Ges: (oe = NAS market conditions justify. It should 
emmy oo denamng ps ile 4 . ’ be remembered, however, in this par- 


United ht & Power Conv.. 6 (C) eee 16.62 . ei A 
Federal ver & Traction 6(C) 49.98 40.12 ticular field that advertising is the crux 


Hudson & Man. R. BR, Conv... 6 (MN) 87.02 42.89 . of the matter and the public’s reception 
ee — a of new publicity campaigns should be 
watched with the utmost care. 
Before passing from the soft drink 
field mention must be made of Liquid 
Industrials Carbonic Corp. The company is a 
very large manufacturer and distribu- 
Sresier & Bante “Gat 186.69 151.78 15 1004.5 tor of carbonic gas and soda fountain 
ee equipment. Moreover, it completely 


deb. 69.06 8678.54 65.220 185s. ‘ 
inte tom, 16.25 21.96 9494 No 99 65.1 fills the requirements for a hot-weather 


Allied Chem. & Dye 68.68 76.88 63.90 120 192 6,7 stock as almost 90% of its net income 
Stand. Brands, Inc., Cum. A.. 123.40 129.41 111,03 120 123 5.7 is derived from operations during April 
Diamond Match aks ane bee No 26 5.8 . : is be real- 
85.27 44.11 95.81 120 118 6.9 to September ar heen ii 
87.17 48.66 9220 No 118 5.9 ized the deficit shown for the six mon 
62.81 85.92 6408 No 16 6.0 ended March 31, 1931, becomes much 
189.18 80.45 40.26 = -120(8) 1176.0 less alarming than might be. The com: 
go SE al pany is said at the present time to be 


70 «18.86 = 0.08118 : ; : . 
roe rm 84.68 No ed “pe again operating on a profitable basis 
21.48 93.98 2195 120 lS 6.2 and with a reasonably good summer 


Commero, Investm. Trust Ist..6% (©) 45.50 81.92 90.87 110 10% 68 there appears no reason to suppose that 
™o on e282 8 mM Ot it will fail to earn dividend require’ 


Mo an aa ae “4 om oH ments of $3 a share, for April and 
t ¢ $+ 12 101 69 May earnings alone are reported to 


14.60 15.40 1260 No 101 69 have wiped out the loss of the previous 

5.90 9.64 — > ee six months. Incidentally Liquid Car 

7.90 6.36 7.84 45 30 9.0 bonic owns a 25% interest in the Dry’ 

N—Non-cumulative. § Earned on all pfd. stocks, + Guaranteed ice Corp. to which it sells large quan: 

unconditionally by Bush Terminal Co. ft Regular rate, $4 (a) After Feb. 1, 19394. tities of carbonic gas to he processe 
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of the The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET and is 
ck Co, intended exclusively to serve them in the discussion of problems of general investment interest. 
nd can This department welcomes and invites contributions from its readers without imposing rigid 
nae restrictions as to their choice of subject matter. Stories of personal experience with, or per- 






sonal opinion upon, investment problems are particularly appropriate since they often are of 
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White interest to many. The services of this department also are available for answering invest- 
dina ment questions of general interest, excluding inquiries regarding the position or prospects of 
a year individual securities. 
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Personal Investment Talk No. 6 


Who Are The Mysterious “They” 



















ny is 

large of the Market? 

cn The Power of Insiders, Manipulators and 

dar Professionals Is Usually Exaggerated 

They 

= By Joun Duranp 

par- 

crux 

ation EOPLE who buy and sell securities are guided in their say it is good for* at least twenty points! Personally, I 

d be P operations by a great variety of methods. Some pin am taking on all I can pick up.” The last remark, though 
their faith to a study of such fundamentals as general _— rather cryptic, seemed intended to prove his own confidence 

rink business conditions and prospects, earnings, commodity in the information. It could not have meant that the stock 

quid prices, interest rates and yields; some depend upon observa- _ was in scant supply; for XYZ has been coming out on the 

is a tion of the technical condition of the market itself, and tape ever since at steadily declining prices. The stock 

ibu- place sole reliance upon charts and what the tape tells | was indeed good for twenty points; but down—not up! 

tain them; a deplorably large number simply follow their own The foregoing experience is by no means unusual, nor 

tely uninformed intuitions; others rely upon tips and advice is the picture of credulity that it paints in any way exag- 

ther which may or may not be of value, depending upon the — gerated. Anyone with first hand experience in the “Street” 

ome source; and finally we come to that large army of “seat knows that a majority of the trading element, professional 

pril warmers,” who congregate in the customers’ rooms of as well as amateur, is obsessed with the belief in an om- 

eal- brokerage offices in an eager quest for some hint of what _niscient and omnipotent “They” who move prices up and 

iths the mysterious, and supposedly all powerful, “They” are down at will. Indeed on more than one occasion the 
uch up to. It is with the latter that the present Personal In- writer has encountered traders who profess to detect on 






wal vestment Talk is chiefly concerned. the tape certain secret signals by which members of this 













be A few weeks ago the writer, bent upon experiment, inner group communicate their intentions to one another. 
asis walked without introduction into the customers’ room of 

— a large downtown brokerage house, and slipped unobtru- A Case of Credulity 

hat sively into the only remaining vacant chair. After scan- 

ire ning the quotations for a few moments to establish his “There!” exclaimed one of these mystic code experts, 
ind social standing as a member of the crowd that gazed upon _ not so long ago, “did you see that signal? That means that 
to the hieroglyphics gliding hypnotically across the face of a _— they are going to put the market up the last hour.” We 
on translux screen, the writer turned to his next chair watched, and prices sank without interruption between two 
ar’ neighbor with the abrupt question: “What's good?” The and three that day. “Well,” apologized the trader,. “they 
iz trader was obviously flattered by such implied confidence § must have changed the code: they do this now and then 
a in his knowledge of the market, and immediately grew con- to keep outsiders from getting onto the signals.” We 
, dential. “I have it from very good sources,” he imparted would not have the reader infer that such nonsense is in 





in an undertone, “that they are accumulating XYZ. They any sense representative of Wall Street’s mentality; for 
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that short and narrow thoroughfare is the focal point upon 
which converge a major portion of the world’s financial 
activities. The incident has been cited merely to show 
the absurd lengths to which an unreasoning person can be 
carried by blind worship at the shrine of “They.” Anyone 
who understands who “They” really are, and how they 
operate, will chuckle over the thought that they would 
communicate their market intentions by tape signals or 
in any other manner. And so, in the interest of straight 
thinking, suppose we proceed to dig for the kernal of truth 
in these widely held superstitions about “They.” 

Like a number of other popular beliefs, there is a good 
deal of ambiguity and contradiction in prevailing notions 
about “They.” They are supposed to know everything that 
is going to happen in the business world, and to be able 
to move prices and direct economic events at will. Con- 
sequently, if a mere ordinary mortal can only discover 
their plans, he is sure to make money. Aside from the 
obvious fact that no human being, nor group of people, 
can always know what is going to happen in business, or 
in any other field for that matter, we have here the glaring 
misconception that it is the wisest operators who are always 
right on the market, and that no one outside of this 
charmed inner circle can ever make money by dealing in 
securities. Over a long period of time this is probably 
true; but there are many exceptions, both individual and 
collective. To gain a clearer conception of this let us see 
what it is that moves security prices, and who are re- 
sponsible. 

Security prices are determined by the same law of supply 
and demand that applies to other commodities which enjoy 
a free and open market. When more shares are wanted 
at a certain moment and given price than are then offered 
for sale at that price, those buyers whose wants are left 
unsatisfied by the available supply must either raise their 
bids or defer their purchases to a later time in the hope 
that other owners may eventually be willing to supply 
their demands. Some of the buyers will decide to wait; 
but others are certain to raise their bids or, what amounts 
to the same thing, accept stock that is offered at a higher 
price. Reflecting this surplus demand, the tape will go on 
recording transactions at advancing prices until the number 
of shares that are attracted into the market by higher prices 
equals the number that is wanted. Just as soon as the 
number of shares pressing for sale at a given time and 
price comes to exceed the number wanted, the whole 
process will reverse itself, and the ticker will turn to print- 
ing a series of transactions at progressively lower prices 
until equilibrium between supply and demand is again 
reached. 


The Law of Supply and Demand 


Since every transaction involves both a purchase and a 
sale of an identical number of shares at exactly the same 
time, people sometimes find it difficult to gain a practical 
understanding of just how this law of supply and demand 
works in the stock market. From the foregoing analysis 
we see that it is not the excess of demand over supply in 
the instance of transactions actually closed that brings about 
a rise in price; for the actual volume of sales is always 
exactly equal to the volume of purchases. Prices can move 
either up or down on heavy, light, or moderate transactions. 
What does make the price is the relative volumes of con- 
templated but uncompleted sales and purchases, in con- 
junction with the relative impatience of buyers and sellers. 
If, for example, there are 400 shares of stock waiting to 
be sold, and 400 shares which people would like to buy, 
it may be that the holder of 200 shares which are for sale 
and the person who wishes to purchase 200 shares are both 
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satisfied with the current bid price. In such event the 
200-share transaction will be closed immediately at the 
current bid price. On the other hand, it may be that the 
holder of the remaining 200 shares which is for sale jg 
content to wait for a price which is, say, % point higher 
than the last sale, while the person who wishes to acquire 
the second lot of 200 shares is so anxious for the stock 
that he is willing to pay the added quarter of a point. 
Under such circumstances a second 200-share transaction 
will be closed forthwith at an advance of a quarter point 
over the previous “Sale.” And so it is seen that if we 
are to learn who “rigs the market” and who makes the 
profits we must study the characteristics of typical groups 
and individuals who operate in Wall Street and place 
relative valuations upon their patience, knowledge, and 
purchasing power. 

First we have the INVESTORS, who buy for a long 
pull, and never sell short except with the intention of 
delivering the actual securities later when their liquidation 
has been completed. Among this class we find not only 
individuals of all degrees of wealth, but corporations also, 
and holding companies and the fixec trusts. Investors 
usually entertain very definite ideas of what a stock is 
worth to them and are quite content to wait patiently until 
their price is reached. Ordinarily, then, they buy on de 
clining markets and sell on advances; though occasionally 
even investors may abandon their customary habit of con- 
servatism, under the emotional stress of exceptional cir 
cumstances. 

Then come the INSIDERS, among which are included 
banking and corporation officials and directors and their 
close friends, who have exceptional access to important 
developments in the making. They are rich in financial 
resources and buy or sell on inside information, usually 
toward the beginning or end of substantial market move- 
ments. Seldom do they act impulsively and buy on rising 
prices, or sell on declines. 

Third are the MANIPULATORS, individuals of all 
gradations in financial resources, from moderate to almost 
unlimited. Their aim is to accumulate stocks, patiently 
and secretly, near the bottom of a substantial decline in 
prices, and to distribute their holdings after a substantial 
advance in the market. During the marking up or down 
phases of the price cycle, however, they resort to all the 
impatient and impulsive tactics which are known to be 
effective in causing swift price movements. 

Next come the PROFESSIONALS, a term which covers 
floor traders, and sophisticated room traders and phone 
traders, who aim to profit by the smaller price swings in 
the market. They wait with due patience for what seems 
to them like an auspicious time to begin operations, and 
then act quickly. Seldom do they trade impulsively in the 
sense of selling on declining prices and buying on advances. 


The Public’s Part 


And last, but not least, is the so-called PUBLIC, that 
great body of speculators whose financial resources are 
enormous in the aggregate, though comparatively small in 
dividually, which is always hunting for, but seldom re 


ceives, true inside information. People in this group act 
mostly upon emotional impulse; buy on good news and 
advancing prices, and sell out on bad news and declining 
prices. Probably 99% of the public is chronically bullish 
in all markets, weak or strong, and its interest dwindles 
with declining prices, becoming a minimum at the bottom 
of a prolonged decline. On the other hand, public partici 
pation grows with advancing prices, and is greatest at the 
top of a prolonged rise. 
(Please turn to page 350) 
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Editor, Readers’ Forum: 









Are “Depression-Proof” Stocks the 
Most Promising? 


Merit of Some Deflated Groups Called to Attention 






>, and 


a long 
ion of 
dation 
t only 
5 also, 


In reading investment and speculative advice in various publications, I 
am struck by the emphasis usually placed on careful discrimination in the se- 
lection of stocks for purchase. I am not prepared to dispute the soundness of 
this point of view but I wonder whether the average buyer would not fare 
better in the long run by avoiding the so-called depression-proof stocks in a bear 
market and buying issues deflated as a result of temporary shrinkage in earn- 
ings. If there is anything in the cycle theory of business, will not the broadest 
appreciation occur sooner or later in some of the stocks that have been hardest 









estors 
ck is hit by depression? Very Web yours 
her T. H. P., Devon. 
mn de- 
— This question opens up a field of discussion on which always should be approached on the basis of individual cir- 
| aie volumes would be required to do full justice to the subject, | cumstances. Without implying ‘the necessity of haste at 
since it involves the broad problem of investment versus present in making any stock commitments, however, it is 
uded speculation and the almost infinite variations in the degree worth while to attempt to throw some light on the relative 
their of safety desired or required by the buyer of stocks. It is | advantages and disadvantages of “depression-proof” issues, 
rtant nevertheless a question that no investor or speculator can _—_as compared with others. ¥ 
were avoid answering to his own satisfaction when a major bear To cite a typical example, the term “depression-proof 
ually market suggests that a period of unusual long-term oppor- _can fairly be attached to stocks of some of the dairy prod- 
Ve tunity probably is approaching. It is a puzzle that thou- ucts and packaged food companies. Dealing largely in the 
ising sands of potential buyers undoubtedly are struggling with strict necessities of life, these companies, generally speak- 
throughout the country at this moment. ing, have maintained satisfactory earnings throughout the 
F all There is, of course, an inherent hazard in securities, protracted period of depression. The dividends paid by 
most whether bought outright or on margin. It is for the in- | such companies therefore are reasonably secure and this 
ntly vestor or speculator to determine, according to his own fact is reflected in a much smaller degree of market de- 
e in financial needs and circumstances, the approximate degree _ preciation than that suffered by stocks of various com- 
ntial of risk he is able or willing to assume. At one extreme of panies whose earnings have been sharply reduced. Some 
own the scale tlire is the highest grade tax-exempt bond. At of these favored issues are available at prices which yield 
the the other is the highly speculative common stock, usually 6 per cent or more and hence must be considered as reason- 
. be preceded by senior securities. The average man generally ably priced for long-term investment. They have expe- 
will find his proper field of investment operation somewhere __ rienced some depreciation, although moderate, in the more 
vers between these extremes. sober psychology that always prevails during depression 
one In the next bull market such stocks unquestionably will 
3 in No Ideal Solution advance, but the buyer who is seeking the prospect of major 
ems appreciation will do well to bear in mind that stability of 
and As with most human activities, there does not appear to earning power always commands a premium. While there 
the be any absolutely ideal solution. Maximum safety in any may be possibilities of great individual growth, due to ag- 
ces. investment is invariably accompanied by relatively low gressively successful management, it appears improbable 
yield and by the absence of the probability of apprecia-. _ that stocks of this kind, having suffered no severe deflation, 
tion. Naturally, however, the majority of those who buy __ will double or triple in value merely as a result of the next 
stocks are as much interested in the factor of appreciation cyclical upswing in business. 
hat a in obtaining a reasonable yield. Confronted with this 
He inescapable conflict, the prudent investor usually settles Steel Shares Cited 
tee Upon some variety of compromise. There can be no ques- 
ne tion that for most persons the best arrangement is a back- On the opposite side of the picture are the greatly de- 
act log of bonds and preferred stocks, tapering off through high _—flated stocks of some of the industrial companies whose 
ail grade common stocks to semi-speculative or speculative is) profits in many instances have been reduced to a point 
“ sues. In the matter of selecting either an investment or — which dictates dividend cuts or omissions. Typical of this 
ahs speculative portfolio, it is obvious that nothing can take the © group are some of the independent steels. Perhaps more 
Lai place of ordinary common sense or practical experience. | than any others, these shares reflect the full swing of the 
m e man who is not reasonably confident of his own judg- business cycle. Some of these issues can reasonably be 
ci ment will do well always to seek disinterested and informed expected to increase greatly in value in the long climb from 
he ape extreme depression to normal prosperity, thus offering a 









In the present situation generalization as to the kind of 
investors should buy is difficult, since the problem 
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capital gain more than sufficient to compensate for tem- 
(Please turn to page 351) 
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Business Continues to Mark Time— 


Prices Firmer 








AUTOMOBILES 














Peak now past, what next? 


Automobile production for May is 
now estimated to have been around 
265,000 units which compares with 
348,000 for the previous month, a rela- 
tively good showing in view of the gen- 
erally depressed business conditions. 
This month, however, activity has 
slowed up considerably and prelimi- 
nary estimates place the output for the 
period at between 25% and 30% 

under that of May, while July will 


probably be quite a little under June, 


although the accuracy of this guess de- 
pends almost entirely on the extent, if 
any, of vacation shut-downs. It is 
difficult at the present time to forecast 
even the near-term future faced by the 
automobile manufacturer; it is known 
that we are now close to a period of 
(Please turn to page 353) 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—While it had been thought that steel production was close 
to the irreducible minimum last week when activity was at the 
rate of about 40% of theoretical capacity, a further decline this 
week to about 381% makes a revision of previous ideas necessary. 
It now appears that the usual period of summer dullness, coupled 
with the rather drastic decline in automobile production which had 
been the mainstay of the industry, will possibly result in a nadir 
during this month or July even below the extreme depths of last 
December. Lately, prices have shown some tendency toward firm- 
ness on the theory that further reductions would bring out no 
more business. 


COPPER—The rumors prevalent last week that copper could be bought 
for domestic consumption for 8 cents a pound are confirmed, for 
now there is no dearth of offerings at this level. For export the 
official quotation is still 8.525 cents but little metal is changing 
hands as this price is out of line with the domestic market. A re- 
duction in the export price is expected at any time. 


PETROLEUM-—Sentiment in oil circles has been slightly better during 
the past few days. The Federal Trade Commission announced a 
modification of its harsh attitude toward the trade practice rules 
formulated by the industry and, while the extent of the modification 
is not yet known the new development is taken to mean that the 
Administration is at last becoming aware of the deplorable situa- 
tion. In addition to this constructive news, last week was marked 
by considerable activity in the export gasoline market under the 
stimulus of the lower prices prevailing. 


WOOL TEXTILES—Business in woolens, like that in cotton textiles, 
has been considerably more active than was the case last year. 
Despite the higher volume, however, prices have come down to 
fully compensate for the decline in raw materials and, in some 
instances, even a little more than this, with the result of course that 
profits are as meagre or non-existent as is usual in this industry. 


COAL—Interest in coal circles at the present moment is centered on the 
strike of the National Miners Union which has already resulted in 
much violence in Western Pennsylvania and West Virginia and 
if plans do not miscarry is expected to spread to other districts. 
Up to now these labor troubles have had little effect upon the 
price of coal but should a settlement be long drawn out, higher 
levels will presumably be inevitable. Many of the strikers are 
advocating a dole. 


RAILROADS—Last week the carriers, acting in one body, filed with 
the Interstate Commerce Commission a petition for a 15% maxi- 
mum increase in all freight rates, individual increases to be decided 
upon by the roads themselves. The controversy which is develop- 
ing among the various conflicting interests in regard to this move 
has brought out some rather curious sidelights. For example the 
great life assurance companies have agreed to support in every way 
possible the plea of the roads in an effort to protect their invest: 
ments. Savings banks and others are understood to be contemplat- 
ing similar action. 
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Answers to Inquiries 








1. Be brief. 





2. Confine your requests to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 


Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. 
scription should represent thousands of dollars in value to you. It is subject only to the follewing conditions: 


This service in conjunction with your sub- 











INTERNATIONAL BUSINESS 
MACHINES CORP. 


My broker tells me that International 
Business Machines common could easily 
run up to 175 with any definite upturn in 
business conditions. I hold 100 shares at 
160. What would you advise?—W. S. P., 
Waukegan, Ill. 


International Business Machines Corp., 
a pre-eminent manufacturer of office 
and business equipment, has clearly 
demonstrated its leading position dur- 
ing the period of depression. Earnings 
of the company for the full year 1930, 
a year of generally poor business, 
amounted to $7,357,816, or $11.53 a 
share against $6,705,966, or $11.03 a 
share in 1929, an increase of close to 
10%. The gain was continued in the 
first three months of the current year 
when $1,890,663 was earned, as 
against $1,793,831 in the first three 
months of 1930. The chief cause for 
the stability of earning power lies in 
the company’s policy of renting, rather 
than selling, a large portion of its ac- 
counting and tabulating equipment. 
The company is continually adding 
new items to its products, and this, to- 
gether with more aggressive sales 
efforts contributes to the greater earn- 
ing power. Dividends have been paid 
without interruption since 1916, and 
the present annual cash rate is $6. In 
addition, 5% stock dividends were dis- 
tributed in January, 1930, and 1931. 
Funded debt is being steadily retired 
out of earnings, and the amount out- 
standing now is only about $2,987,000. 
An impressive financial position is 
maintained, with net working capital 
of $7,864,268, including cash and U. S. 
Government certificates of $4,367,- 
$03, at the close oi 1930. In view of 


the impressive record of this company, 
we accord the common stock a sound 
rating and counsel retention of your 
100 shares. 


AMERICAN SNUFF CO. 


From what I can gather, American Snuff 
common is generally regarded as a good 
semi-investment purchase over a moderate 
term—paying a very attractive yield and 
holding possibilities for price appreciation. 
With this in mind, how do you feel toward 
the purchase of 200 shares under 4)?— 
M. E. F., Kingston, Pa. 


American Snuff Co. is one of the lead- 
ing units in the snuff industry, ranking, 
on the basis of income, as the third 


largest company in this field. Opera-’ 


tions over a period of close to 30 years 
have been highly satisfactory, although 
the net income for 1930 declined 10% 
from 1929 levels. The company was 
originally formed in 1900, but was 
forced to transfer a portion of its busi- 
ness to competitors in 1911, following 
the anti-trust court decree. Among 
the brands of snuff produced are 
“Garrett,” “Honest.” and “Dental.” 
These brands are widely advertised and 
distributed, with a greater portion of 
sales coming from the South. Capitaliza- 
tion of American Snuff Co. is simple, 
consisting of 39,528 shares of $6 pre- 
ferred of $100 par value, followed by 
440,000 shares of common stock of $25 
par value. Net income in 1930 was 
equivalent to $3.76, compared with 
$4.25 per share in 1929 and $3 annual 
dividends. The decline in earnings in- 
dicates that the company is facing keen 
competition from the other snuff pro- 
ducers, and it was recently reported 


that sales for the first three months of 
the current year were about 5% lower 
than for the corresponding months of 
1930, and that earnings were off 
slightly more than 5%. However, the 
company holds a good position in 
trade, and is in a very strong liqui 
financial position. Current assets 
the close of 1930 totaled $10,355,51 
against current liabilities of but $1,015 
200. While a sharp near term increase” 
in earnings cannot be looked for, the 
stock is attractive for purchase on the 
basis of yield, with the possibility o 
gradual price improvement over a peti 
od of years. Provided you are willi 

to hold for the longer term, we woul 
be inclined to favor commitment as} 
soon as the market definitely turns. 7 


LOOSE-WILES BISCUIT CO. 


Doesn't Loose-Wiles common face a par. 
ticularly favorable outlook in view of th 
lower wheat prices? Although I alre 
have 150 shares at 53, [ am thinking 0 
buying more now if you approve.—E. J. F. 
Pomona, Calif. 


Loose-Wiles Biscuit Co. has made 
number of acquisitions in recent ye 
which have greatly added to its facili 
ties and have improved the longer term 
outlook for the company. An impor 
tant addition last year was the pur 
chase of True-Blue Biscuit Co., operat-~ 
ing a chain of plants on the Pacific 
coast, and the Schust Co. of Michi 
gan, and Standard Biscuit Co. © 
San Francisco. Loose-Wiles Bi 
Co. also acquired a flour mill which 
previously was operated under lease.” 
This acquisition will give the company | 

(Please turn to page 351) E 


When Quick Service Is Required Send Us Prepaid as 
Telegram and Instruct Us to Reply Collect ; 


THE MAGAZINE OF WALL STREE 











Mid-Year Review of 
Public Utilities 





TABLE OF CONTENTS 


How Utilities Met Depression. Graphs 

The Expanding Future for Power. By Paul S. Clapp 

Who Owns the Utilities? By J. B. Black 

Natural Gas Consolidates Its Gains. By Elmer Diefenbach . 318 
A Thirty-Billion Dollar Market. By Raymond Francis Yates . 322 


Foreign Utilities—Are They Attractive Investments ? 
By Dr. Emil L. Jordan 


The Business of Giving Wings to Words. 
By Ralph H. Woods 


Earnings of Leading Public Utility Companies 


What Are Public Utility Common Stocks Worth? 
By William Knodel 


Public Utility Investment Suggestions 











VA 
ie Deli 





ie 
YEAR REVIEW 








£2 ‘ ong a 5 
¢ 8 a PERI a 
ae re % ) ; 1 x A 7 a 
ca Perper it b | | ee ee 
, oe ed ah & «25 is Jee Vi ‘ 
< | J 1 % = r. § 
2 i a a’ | 
OF 


WIUNE 27, 1931 














How UTILITIES MET DEPRESSION 








* BILLIONS OF KWH. 





ELECTRIC POWER PRODUCED IN 






OTIFMAMTTASONDIFMAMJSJASONDJFMAMIJJAS N 
L 19 —— — || 


1929 ee eee 






















POUNDS OF FUEL (COAL EouIvALEnT ) 












































4 25 PER KW-HOUR GENERATED 
re} 
.S) 
5 I. 
ra 
. 
=e 
2 
1920 192I 1922 1923 1927 
6 
5 
ww 
3 i. eat 7 
v 7 rT | a7 
S i a . 
? re} 
i z 
"ee Fe 
* MANUFACTURED GAS 4 
> a H4 SALES = 
- MILLIONS OF 
i} PASSE 
z 
| 
= i Lied 
4 OU 
* 1928 1929 1930 193! —1928—"+1929—"- 1930 









































= 














THE MAGAZINE OF WALL STREET 








| 


To produce the electric power that will be needed less 
than ten years from now generating equipment must be 
double present capacity. 


The Expanding Future for Power 


By PAUL S. CLAPP 


Managing Director, National Electric Light Association 
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7 and the potential market 





undertaken to forecast 

electric light and pow- 
er development in the 
United States during the 
subsequent decade, and 
had approximated in his 
tabulation the actual 1930 
figures, he would have 
been considered an ex- 
treme theorist. The num- 
ber of customers served in 
1920 was 10,800,000; it 
increased to 24,600,000 
by 1931. The consump- 
tion of electricity more 


[' in 1920, anyone had 





Future Demand for Power 


Domestic and Farm Service ...... 
Commercial Lighting ............ 
Commercial Power .........--+.+++: 
Re COT CLT ET 
Electric Steam Railroads ......... 
Street Light and Miscellaneous .... 


Total delivered to users .,........- 
Lost in transmission, etc, ......... 


Total Generation ...............++ 


for service, particularly 
domestic service, this is 
not so startling. Since 


1940 1930 . 
sl “a. 1920 the population of 
Kwh. Kwh. the United States has in- 
Snceeestdthé 30 11 creased 16%. The num- 
sett e eee e eens - = ber of new domestic elec- 


5 . tric customers has in- 
4 1 creased 98%. But, the 





setaishaoedia 6 2 highly important fact is 
ates an that electrical consump- 
Aeneas 142 74 niin d tic a 
per domestic cus 

etiacbiaaion 30 17 | : 
ee i | tomer increased 62%. 
acelin 172 91 That is, there has been 


wide lateral expansion of 
the business through new 














than doubled, and today 
with only 7% of the 
world’s population, the United States uses as much elec- 
tricity as the rest of the world. 

If I were to tabulate my idea of what the business of 
America’s electric light and power companies will be in 
1940, as compared with 1930, I should have to consider 
the industry's history during the past decade. Of course, 
even drawing, as I have done, on every available source 
of information available to the National Electric Light 
Association, the result can be but a matter of pure guess- 
work. Nevertheless, I venture the prediction that consump- 
tion of electricity will reach 172 billion kilowatt-hours by 
1940—an increase of 90% over last year. The comparison 
will probably appear something like the accompanying 
table. 

This may seem startling when one considers that the 
generation of 172 billion kilowatt-hours a year in 1940, 
as compared with 91 billion generated in 1930, will call 
for the expenditure of literally billions of new dollars dur- 
ing the next 9 years in the construction of additional gen- 
erating stations, tens of thousands of miles of additional 
transmission lines; an increase in the number of cus- 
tomers for domestic and farm service of at least 
4,000,000, bringing the total number up to 24,000,- 
000; an increase in the quantity of electricity 
used in the average household from 550 kilo- 
watt-hours to 1,250 kilowatt-hours a year; 
as well as heavy increases in the demand 
for power used in factories and commer- 
cial enterprises, lighting of all kinds, 
and the electrification of several 
steam railroads. Ta 

If viewed in the light of the 
past history of the industry, 
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customers, but along with 
it the individual use continues upward. 

Critics of the prognostication for 1940 will naturally at 
once point out that the light and power industry is ap- 
proaching a saturation point and that the market for elec- 
tricity will increase in a rapidly diminishing ratio during the 
next ten years. “First,” they will say, “there are 29,000,000 
homes in the United States of which 20,000,000 are already 
electrified, while 5,000,000 of the remainder are on farms, 
many of which are in areas, difficult to reach because of 
distance and other conditions.” 

But there are not 20,000,000 truly “electrified homes” 
in the United States—not 10,000,000 nor even 5,000,000. 
Mere numbers of customers is entirely misleading as to 
saturation of the home market. We must analyze the 
possibilities of increasing use by each customer. Being 
wired for electricity does not mean electrification—it is 
only the starting point in the big job. Looked at from the 
standpoint of truly “electrified” homes, we find that the 
industry has barely scratched the surface—that the poten- 
tial market for domestic current is almost unlimited. 
Today, the average American home is using 550 
kilowatt-hours a year for lighting and the vari- 
ous processes of housekeeping. A clearer concept 
of the possibilities for increased use by present 

customers is disclosed in a survey recently con- 
cluded, which shows that 1,650,000 cus- 


annually; 6,000,000 use less than 240 

kilowatt-hours; and 10,000,000, or 

about half of all homes, use less than 
360 kilowatt-hours a year. 

Experience of those custom- 

ers who have made the most 
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complete _ electrical 
installation in their 
homes leads us con- 
fidently to believe 
that the average 
American home 
some day will be us- 
ing 1,000, 2,000 and 
even 3,000 to 5,000 
kilowatt-hours annu- 
ally. 

Of course, no one 
can predict what re- 
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present capacity, 
I have been asked 
to express some opin- 
ion as to how much 
of this new capacity 
will be in hydro-elec- 
tric plants and how 
much in steam gen- 
erating capacity. 
Water power 
plants in the United 
States constitute 
about one-fourth of 
the existing generat- 
ing capacity in the 
electric light and 
power industry, but 
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laboratories, re- Courtesy, NATIONAL ELECTRIC LIGHT ASSN. 





searchists are making 

real progress in elec- 

tric light and lamps, which give off rays found in the sun, — 
needed to conserve health and nourish growth. Once simple 
lighting is coupled with these health-giving values, the whole 
concept of lighting may undergo revolutionary advance. 

It is estimated that in manufacturing plants, mines and 
quarries there is a present potential load of 15,000,000 
horsepower which may yet be supplied with electric power. 
Industries are rapidly becoming 100% electrified and the 
day is quickly passing when a new manufacturing plant 
installs its own boiler and engine equipment. Gradual dis- 
placement of existing local power installations in factories 
will be made and purchased electric power substituted. 

The possibilities of electric heating in our industry for 
factory and industrial use are enormous. Although in this 
field, electricity must meet keenest competition in oil, manu- 
factured and natural gas, in many heating treatments elec- 
tricity is so far superior to any other competitor that this 
market is susceptible of large development. There are 
many large factories in the country which now use as much 
electricity in electric heating as that used to drive motors. 

The modern farm provides a tremendous market for elec- 
tric light and power, and at the present time, only about 
650,000 of the total number of six million farms in the 
United States are receiving electric service. However, the 
electric industry electrified more than 90,000 farms last 
year, an increase of 16% over 1929. Experimental work 
on adaptation of electricity to farm work is being actively 
carried on by the electrical industry in co-operation with 
agricultural colleges in dozens of states. 

In the field of railway electrification, we find that of 
the 250,000 miles of steam railroad, only about 1% has 
been electrified. Many important trunk line systems are 
turning to electrification as a solution of their problem of 
traffic congestion and where it is necessary to speed up 
freight and passenger movement. 

- The electrification of railroads involves many intricate 
problems in engineering and finance. The railroads must 
have dependakle sources of supply so that their service 
may not be impaired. Rapid interconnection of large 
power systems is hastening the day when this ques- 

tion of service will be answered to the satisfaction 

of railway engineers. 

At the beginning of this article I estimated 
that the 1940 output of the electric light and 
power industry would be 172 billion kilo- 
watt-hours, an increase of 80 billion kilo- 
watt-hours over present production. To 
produce this additional power will 
necessitate installation of another 
30 million horsepower of gen- 
erating equipment, doubling the 
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over a period of the 
next few years, the 
ratio may be expected to decrease. There are two important 
reasons for this. Approximately 80% of the country’s mar- 
ket for power lies east of the Mississippi River and unde- 
veloped water power sites offering reasonably cheap power 
are limited within that area. The second important fac- 
tor is the rapid improvement in steam power generation 
that has taken place during the past several years and is 
expected to continue for years to come. 

This change in the relation of costs of producing electric 
energy from fuel as compared to developing water power 
will undoubtedly manifest itself in reduced hydro-electric 
development during the next ten years. It has been esti- 
mated by our Water Power Development Committee that 
during this period, approximately six million horsepower 
in water power plants will be installed, or one-fifth of 
the estimated 30 million horsepower of new generating 
capacity to be added in the same period. 

The question has also been raised as to how far the 
present tendency toward concentration of power in large 
steam plants will continue. The answer to this question, 
of course, depends upon developments in the art of trans: 
mitting power, or in a balancing of economies between 
the cost of generating power and the cost of transmitting 
it to the consuming centers. The past ten years has seen 
a marked extension of transmission systems, particularly in 
the East, and the building up of large capacity plants. It 
is estimated that the present practice will continue dur- 
ing the next five or ten years. That is, most of the new 
generating capacity will be installed in plants of approxi 
mately the same capacities as those now being built. No 
radical changes in this respect are in sight. 

A decade of continued growth and development is looked 
forward to by the electric light and power industry, and 
commercial and engineering plans are being carried for 
ward on this basis. New uses for electricity have con- 
stantly been unfolding and greater exploitation of older 
uses have been the history of this industry. Improvements 

in the art of generation, distribution, and utilization 

of electric power have been almost a continuous proc: 
ess. The laboratories, the designers, and the en’ 
gineers are quite unwilling to report that they 
have yet reached the ultimate in possible de 
velopments, and an organized commercial 
effort is aggressively continuing the stimu 

lation of wider use of electricity. For 

these reasons, I feel that my 1940 pre- 

diction represents a conservative state’ 

ment of *future growth and will 

be borne out by the course 

of events in the next dec 
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OPERATING STATISTICS—1930 
NIAGARA HUDSON POWER CORPORATION 
as published in the Annual Report to Stockholders 


Electrical Production 
SOURCE 1930 1929 % CHANGE 
kw-hr. kw-hr. 
Generated by Hydro 5,037,336,472 5,195,711,055 —- 3.05 
Generated by Steam 725,029,900 1,026,870,852 - 29.39 
Purchased from Outside Sources.... 1,129,950,326 1,032,593,219 


Total Generated and Purchased.. 6,892,316,698 7,255,175,126 





Electric Sales 


CLASS OF SERVICE 1930 1929 
kw-hr. kw-hr. 


Residence 330,212,374 301,025,323 
1§;272,214 11,304,218 

Commercial 469,790,127 458,882,481 
Industrial 4,408, 309,234 4,802,468,512 
908,095,299 943,221,059 

6,131,679,245 6,516,901,593 


Gas Sales 


CLASS OF SERVICE 1930 1929 
cu. ft. cu. ft. 
Residence 6,144,594,900 5,706,014, 300 
Commercial 1,399,281,300 1,508,281,300 
Industrial 1,032,473,000 1,067,534,200 
30,306,900 26,062,700 


8,606,656,100 8,307,892, 500 








Electric Generating Facilities 


STATIONS NUMBER INSTALLED 
CAPACITY 


Hydro-electric* 93 1,041,000 kw. 
Steam Electric 6 529,000 kw. 
55 £570,000 kw. 


*Includes 5 plants with total capacity 50,000 kilowatts operated under lease. 
Gas Manufacturing Facilities 
Daily Rated Capacity 
MCF 
Nine plants 


General 
1930 1929 %CHANGE 


Population franchise areas 2,750,207 sda rr 
Electric customers 648,679 635,031 + 2.15 
Gas customers 243,682 242,685 + 0.11 
Stockholders 88,437 70,400 +26.42 


System Peak — 1930 
January 9, at 3:00 P.M., in excess of 1,090,000 kilowatts 


NIAGARA a HUDSON 
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The investment merit of the utilities—their prospects for 
growth and their ability to withstand political onslaughts— 
all must be appraised in the light- of : 


Who Owns the Utilities ? 


Insurance Companies ? 


Bankers ? 


The Public? 


Customers ? 


By J. B. BLACK 
Vice President, The North American Co. 


URING the past ten years the ownership of public 
D utilities in the United States has been passing into 
the hands of the small investor, thereby creating a 
true public ownership, under public regulation, without 
sacrificing the initiative and efficiency of private manage- 
ment. A clear example of this is found in the financial 
history of the electric light and power industry. 
The owners of these utilities may be roughly divided 
into four classes: 


(1) 


(2) 
(3) 


The preferred stockholders of operating companies 
who are largely customer owners. 

The common stockholders of operating companies. 
The preferred and common stockholders of holding 
companies which have investments largely in common 
stocks of operating companies. 

The stockholders of many of the large investment 
trusts whose principal investments are in the com- 
mon stocks of operating and holding companies. 


(4) 


In addition to the actual owners of the properties, investors 
in bonds and other evidences of indebtedness of the operat- 
ing and holding companies have a large and direct interest 
in the welfare of the utilities. Insurance companies and 
banks are large holders of light and power company bonds 
and stocks and this interest is transmitted directly to their 
millions of policyholders, depositors and stockholders. 


The customer ownership move- 
ment started during the war 
years, and really got under way 
on a large scale in 1920 when 
445,000 shares were purchased by customers of light 
and power companies. These investment purchases in- 
creased rapidly to a maximum in 1927 of 3,600,- 
000 shares. In 1929, one hundred principal com- 
panies in the industry reported that upwards of 
11,000,000 shares of about 30,000,000 out- 
standing were then held by customer owners. 
It is now estimated that more than 22,000,- 
000 shares of power company stocks 
have been purchased by approximately 
2,000,000 stockholders through cus- 
tomer ownership campaigns. 

The customer stockholder is 
usually an investor of moderate 
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Over One-T hird 
Customer Owned 


means and it is apparent from the figures quoted that the 
average individual investment by the stockholder of this 
class is about 11 shares. 

The utilities have been particularly careful in the choice 
of stock offered to customers, having in mind primarily 
the safety of the investment, and such sales have generally 
been limited to issues of preferred stocks. An analysis of 
the more important electric light and power companies 
and holding companies shows only one issue of preferred 
stock on which dividends are not being paid at the full 
rate. These stocks have almost without exception weathered 
the financial stresses of the past two years with relatively 
small fluctuations in market price, and their possession by 
so many individuals has proven a sound contribution to the 
economic welfare and progress of both stockholders and 
companies. ~ 

During recent years the public holdings of common 
stocks of both operating and holding companies have been 
increased principally through the offering of subscription 
rights to existing stockholders and the issuance of periodic 
stock dividends. While, no doubt, the greatest part of such 
stock has been retained by the original owners, the number 
of stockholders has steadily increased. The extent of the 
distribution of common and preferred stocks of both hold- 
ing and operating companies has been: remarkable. In the 
accompanying table two examples illustrating this fact are 
drawn from the 1930 annual reports of the Electric Bond 
& Share Co. and Pacific Gas & Electric Co. 

The increase in the number of stockholders during the 
year was 10% in the case of Pacific Gas & Electric Co., 
and 30% for Electric Bond & Share Co. Several companies 
have reported increases in 1929 and 1930 of over 100%, 
and it is safe to estimate that the average gain for the 
industry in 1930 is well over 25%. 

Of the investments and other assets of fifty-two large 
legal reserve life insurance companies, representing 
over 90% of the total of all such companies, approxi 
mately $6,531,000,000, or 37.6% as of December 
31, 1930, represent investments in bonds and 
stocks. More than one-quarter of this amount 

is invested in public utility stocks and bonds, 
principally the latter. During 1930 42.9% 

of the funds invested by these insurance 

companies were placed in this class of 

securities. In the past six years, the 

percentage of total investment in 

stocks and bonds of these com- 

panies represented by public 
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houses; and the use of elec. 





utility securities has more 
than doubled. 

Illustrative of the results 
of this trend (for one 
utility system only), as of 
September 30, 1930, insur- 
ance companies held a 
total of $104,705,000, or 
35.34% of the total funded 
debt of The North Ameri- 
can Co. and _ subsidiaries 
outstanding in the hands of 
the public. 

Calvin Coolidge, com- 
menting in the “New York 
Herald Tribune” of May 
26, mentions the impressive 
figures of mutual savings 
banks assets approaching 
$11,000,000,000 owned by 
13,000,000 depositors. Mr. 
Coolidge, adding to this 
amount $36,000,000,000 
more held by life insurance 
companies and savings de- 
partments of commercial 
banks states that “This is 
the largest accumulation of 
money savings ever assem- 
bled by any people” and 
further states “These funds 
have developed the country oe 


Size of Holdings 
1 to 25 shares 


26 to 50 shares 

51 to 100 shares 

101 to 200 shares 
201 to 500 shares 
501 to 1,000 shares 
1,001 to 2,500 shares 
2,501 to 5,000 shares 


5,000 shares and over 


Total stockholders 


Size of Holdings 
1 to 5 shares 


6 to 10 shares 

11 to 100 shares 
101 to 1,000 shares 
Over 1,000 shares 


Total stockholders 








Electric Bond & Share Co. 


Distribution of capital stocks—December, 


Pacific Gas & Electric Co. 


Distribution of capital stocks—December, 


tricity in the home for the 
manifold uses of refrigeta- 
tion, heating, cooking and 
lighting has not even ap 
proached saturation and 
cannot within the next ten 
years. Airconditioning both 
of commercial and domestic 
establishments, _ including 
heating and cooling, is as 
yet used only in a relatively 
small number of commer- 
cial establishments. A few 
years from now it will un- 
doubtedly be considered as 
a necessity for up-to-date 
housing. One can only 
guess at the multitude of 
new uses for electric energy 
which will become com 
monplace within the next 
few years. It may truth 

Bs <thglaaaa socensl fully be said that there is 
3,012 not one single field served 
4.163 by the electric industry 
15,274 which may be considered 
4281 as even approaching the 

407 saturation point. 

As of December 31, 
1929, the fixed capital and 
investments of the operat: 


1930 


Number of Stockholders 
Preferred Common 


54,064 
12,687 
9,721 
8,081 
5,260 
2,170 
1,295 
366 
300 


93,944 


1930 


27,087 

















by financing government 
loans, public utilities, indus- 
try, transportation, agriculture and home building. 


“The responsibility of the managers of such vast resources 
is very heavy. The attitude of the Government toward them 


and their investments is most important. By taxation, un- 
wise regulation, or hostile legislation, the properties in 
which these savings of the people are invested can be 
impaired or destroyed. If these great accumulations 
are to be conserved for the benefit of their scores of mil- 
lions of owners they must have the constantly sympathetic 
consideration of the government. Public officials can con- 
fer no greater benefit on the people than by protecting the 
property of these institutions.” 


Continued During the past ten years it is estimated 
that the capital invested in the electric 

Growth light and power industry has increased 
from $4,200,000,000 to $11,800,000,000, 

the gross income from $944,400,000 to $2,151,150,000, and 

electricity sold from 36,971,000,000 to 89,652,000,000 

kilowatt-hours. There is no reason to doubt that the 

growth of the industry during the next ten years will 

be at least as great. 

In addition to the natural growth of the country 

there exist great opportunities in undeveloped or 

partially developed fields for the increased sale 

of electricity. Only little more than half of 

the power used in industry in the United 

States is purchased from the electric com- 

panies. Ninety per cent of the farms 

are without light and power service; 

electrification of the steam railroads 

has only begun; between one- 

quarter and one-third of our 

population resides in unwired 
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ing companies of the elec 
tric light and power indus: 
try estimated at approximately $11,400,000,000 was rep- 
resented by $10,200,000,000 of capitalization of which 
the total capital stock liability was $5,200,000,000 and the 
long-term debt was $5,000,000,000. This relation between 
capital stock and long-term debt has come to be considered 
as about normal for the industry, and the capital stock 
liabilities may in turn be divided about equally between 
preferred and common stocks. It is quite unlikely that 
any radical change in methods of financing of this great 
industry will develop in the near future and it therefore 
may be concluded that, ignoring re-investment of reserves 
and surplus, the industry during the next ten years will 
probably raise a total of not less than $7,500,000,000 in 
new capital, of which $3,500,000,000 will come from the 
increase of its long-term debt; $2,000,000,000 from the sale 
of preferred stocks, largely through customer ownership 
campaigns; and $2,000,000,000 from the distribution of 
common stocks. These estimated amounts may be regarded 
as minimum iequirements. 

From the history of the past fifteen years, the trend of 
the present and the practical certainty of the immediate 
future, there can be no doubt who now owns the utilities 

and who, in rapidly increasing numbers, will continue 

to own them in the years to come. Even political in- 
terference, unwarranted beyond the proper govern: 
ment function of State regulation, has not lessened 

the confidence of the great band of small in 
vestors who profit both by their use of elec 

tric service and their ownership of the facili- 

s. ties which furnish it. The extent to which 

the stock of some of our representative 

public utility companies is held by their 

own customers is given in the ac 

companying table. This commend: 

able move has taken a firm 


hold. 
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The Largest Building in the 
World uses 


EDISON 
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For Electric Light and Power 
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Leaders in every line of business in Chicago are among the users of Edison Service 


COMMONWEALTH EDISON COMPANY 


EDISON BUILDING + + + + + 72 WEST ADAMS STREET 
CHICAGO, ILLINOIS 
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‘Toilers in the Wilderness 


of Research 


ON the days of the 
alchemists, man _ has 
ever striven to wrest from 
the stubborn elements 
their profoundest secrets 
— that his knowledge 
might be increased and the fruits of his 
labors multiplied. 

There were the lonely vigils of Galileo, 
the revelations of Newton, the benefac- 
tions of Pasteur, the discoveries of Mar- 
coni, Steinmetz, and a host of other inde- 
fatigable scientists. Courageous toilers in 
the wilderness of research, all. 

In the field of iron and steel research, 
Armco has pioneered long and diligently. 
Thirty-one years ago, its chemists and met- 
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allurgists set out on their journey into un- 
charted wastes. And out of their tireless 
studies have since come many contribu- 
tions to world progress—the development 
of the first commercially refined iron, the 
perfection of electrical sheets, improve- 
ment of automobile sheets, corrugated cul- 
verts, spiral welded pipe, the invention of 
a revolutionary continuous process for 
rolling sheets, and other significant ad- 
vancements. 

So it is that research has been bound in- 
separably with the growth and develop- 
ment of Armco. To the future march of 
civilization, Armco pledges its human and 
material resources, with a mind intent on 
greater service to mankind. 


O The American Rolling Mill Company 


Executive Offices: MIDDLETOWN, OHIO 
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Natural Gas Consolidates 
lts Gains 


Industry Strengthened by Depression 
Through Elimination of Unsound Units 
Faces. Steadily Broadening Demand 


By ELMER DIEFENBACH 
Director United Gas Corporation 


gigantic growth of the natural gas industry during 

the past few years, perhaps the most important 
are: first, the discovery of vast supplies of the fuel in the 
Southwest sfifficient to last for generations; and second, 
better pipe and pipe line construction methods. 

Up until very recently, a pressure of 300 pounds per 
square inch on natural gas pipe lines was considered high, 
but through the utilization of better methods in steel pipe 
manufacture this safety limit has been steadily raised. As 
an example of this, one of the largest natural gas pipe 
lines in the world is scheduled to go into operation before 
the Fall of this year, with a working pressure of 600 pounds 
per square inch. Other factors which have materially aided 
in the growth of the ever-widening web of natural gas pipe 
lines are longer pipe lengths resulting in fewer joints per 
mile, improved trench digging and back filling machinery 
and the existence of trained crews of pipe line builders. 


Wee: there: ‘are doubtless many reasons for the 


It has long been realized that natural gas 
contains more than twice as many British 
Thermal Units per cubic foot (heat content) 
than the manufactured product. Thus, with 
the greater efficiency achieved in natural gas transmission 
and with the realization of the vast quantities of the fuel 
existing in the great fields of the Mid-Continent area, the 
stage was set for a period of large expansion. During 
1929, the last year for which complete figures are available, 
the natural gas industry produced and marketed a total of 
1,917,693 million cubic feet, compared with 1,568,139 mil- 
lion cubic feet in 1928, an increase of 22%. The American 
Gas Association has recently estimated that, during the 
depression year of 1930, the industry produced and mar- 
keted a total of 1,940,000 million cubic feet, or an in- 
crease of 1.2% over the record amount consumed in 
the boom year 1929. 

The increase shown during 1930 is doubtless 
due, in part, to the realization on the part of 
industrial leaders that every legitimate means 
must be used to cut production costs, if 
profits are to be maintained. The use 
of natural gas eliminates the use of ex- 
pensive fuel conveyors, ash removal 
and the tieing up of capital for fuel 
supplies. That industrial and 
domestic consumers have been 
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Rising 
Demand 


quick to realize the many advantages of natural gas is shown 
by the increase of 1.2% in natural gas consumption during 
1930, when during the same period, electric power gen- 
erated declined 1.6% and manufactured gas produced 
declined 2.5%. 


When the amount of natural gas con: 
sumed during 1930 is compared with 
coal as to heat content, it is found 
the total consumption of 1,940,000 
million cubic feet of natural gas is equivalent to approxi: 
mately 90,000,000 tons of coal. The cost of transporting 
the gas is relatively low, and because of the important 
economies it can effect in industrial and domestic con: 
sumption, it appears certain that many additional consum: 
ers will make use of the product whenever it is available. 


Manufactured 
Gas and Coal 


Consumption of natural and manufactured gas in mil: 


lions of cubic feet: 
Number of 


Number of 
Customers 


Manufactured 
Customers Gas** 


Natural Gas 


413,000 
405,100 
_ 369,700 
356,300 
349,400 
$18,100 
301,700 


*Estimated by American Gas Association. . 
**Exclusive of sales of natural gas by manufactured gas companies, 


The figures in the accompanying table show two impor 
tant factors—the very rapid growth of natural gas con’ 
sumption in the past few years and the large amount 
of natural gas consumed per domestic customer as 
compared to the manufactured gas consumption. 
The latter is explained by the fact that natural 
gas consumers apply this fuel for house heating 
as well as for water heating and cooking. 
One of the fastest growing uses of 
natural gas is as a fuel in the generation 
of electric power. During 1930, the 
electric power and light industry 
consumed 120,212 million cubic 
feet for that purpose, an 11 
crease of 6.7% over the 112, 
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707 million cubic feet consumed in 1929, which in turn 
represented an increase of 46% over the amount so con- 
sumed in 1928. 

Another use for natural gas, which is showing a steady 
and rapid growth, is as an enriching agent for the manu- 
factured product. An examination of the total purchases 
of natural gas by manufactured gas companies show con- 
clusively that the natural product is very definitely either 
replacing the manufactured product completely or is being 
used to increase the heat content of the manufactured gas. 
The quantity of natural gas purchased by manufactured 
gas companies, when expressed as a percentage of the total 
quantity of gas purchased and manufactured by them, has 
increased from 5.9% in 1920 to 19.2% in 1929. In other 
words the 112,800 million cubic feet of natural gas pur- 
chased by manufactured gas companies during 1929 rep- 
resented not only a gain of 45% over the amount so pur- 
chased in the preceding year, but in addition, amounted 
to almost one-fifth of all the gas distributed by manufac- 
tured gas companies during the year. With the completion 
of three of the largest pipe lines in the world scheduled 
for early future months, it appears certain that 1931 will 
show a further large gain in this class.of consumption. 


New Basis A development during 1930 of far-reach- 
Ch ing importance, and one which should en- 
for Charges courage manufactured gas companies to 


purchase natural gas, was the ruling by 
the Illinois.Commerce Commission allowing the People’s 
Gas Light & Coke Co. of Chicago to charge customers 
on the basis of the British Thermal Unit or heat content 
of the gas, instead of the former cubic foot basis. This 
ruling has-enabled the manufactured gas companies, where- 
ever it is possible, to substitute natural gas with a very 
high heat content for manufactured gas with a relatively 
low heat content, without fear of a serious reduction in 
gross revenues. In view of the changed conditions now 
prevailing in the gas industry, the ruling was entirely 
logical and just to all concerned, and it appears likely that 
other rate fixing commissions will pass similar rulings in 
cases where the situation justifies it. 

The Railroad Commission of the State of California has 
recently published a very interesting study which shows the 
cost of transporting natural gas energy as compared with 
the cost of transporting electrical energy, through 20- and 
22-inch natural gas pipe lines, as compared with double cir- 
cuit steel tower electric transmission lines. The study shows 
that natural gas energy can be transported at a total cost of 
$65 per million horsepower hours, as compared to electrical 
energy transmission costs of $190 per million horsepower 
hours. The comparison is made between a natural gas 
pipe line 283 miles long, operating at 400 pounds pressure, 
with a maximum capacity of 75,000,000 cubic feet of 1,150 
B. T. U. gas per day, with a total investment of $7,027,- 
395, and with electric transmission lines 262 miles long, 
operating at 220 k.v., a capacity of 284,400 kilowatts, 
representing an investment of $7,211,000. Both of 
these lines are actual installations in the State of 
California and the figures are derived from the 
operations of the lines and not from theoreti- 
cal conditions. 

Due to the widespread appeal of the 
natural gas industry t was only natural 
that a few overzealous promoters were 
attracted, who were not sufficiently 
versed in the operating problems 
and requirements of the natural 
gas business. The present slow- 















ing up in business has done much to eliminate this ele. 
ment, and has given the industry an opportunity to con- 
solidate its gains. In this respect, the present depression 
has been of inestimable value to the entire industry, as 
it has prevented, in a large measure, that period of tem. 
porary failure which has characterized the early growth of 
almost all the important industrial, utility, and railroad 
developments in this country. 

For more than a year the natural gas industry has been 
passing through a period of logical consolidation similar 
to the consolidations which took place in the electric power 
and light industry a few years ago. This movement is 
continuing constructively, and will eventually group the 
many small companies into a few large interconnected 
systems. 

The consolidations taking place in the industry and the 
grouping of vast areas of gas bearing lands in the hands 
of a few strong companies should do much to conserve 
the gas reserves and should aid materially in the reduction 
of operating expenses. 


Super Gas A striking example of the trend toward 
super gas companies is shown by the for- 
Companies mation of United Gas Corp., which has 


acquired control of a number of smaller 
properties, including the United Gas Co., the Magnolia 
Gas Co. and the Louisiana Gas & Fuel Co. The United 
Gas Co. was formerly controlled by the Moody Seagraves 
Co. and G. E. Barrett & Co., while the Magnolia Gas Co. 
and the Louisiana Gas & Fuel Co. were formerly owned 
by Standard Oil Co. of New York and Electric Power & 
Light Corp., respectively. 
The pipe line system owned by this corporation com- 
prises over 3,000 miles of main pipe line, in addition to 


approximately 2,500 miles of field and distributing lines. : 


Natural gas is sold by the corporation either directly or 
indirectly over a wide area in the South and Southwest, 
including the states of Texas, Louisiana, Arkansas, Okla- 
homa, Kansas, Missouri, Tennessee, Mississippi, Alabama, 
Georgia and the Republic of Mexico. The corporation 
has available to it the large resources of the Electric Power 
& Light Corp. and the capable management of the Electric 
Bond & Share Co. 

Another outstanding example of the present trend to- 
ward large inter-connected natural gas companies is the 
construction by the Columbia Oil & Gasoline Corp., an 
affiliate of the Columbia Gas & Electric.Corp., and Pan- 
handle Corporation, of the 867-mile 22-inch and 24-inch 
pipe line of the Panhandle Eastern Pipe Line Co. This 
line is of unusual importance to industrial and domestic 
gas consumers in the Middle Western and Eastern states, 
as it will make available for the first time natural gas from 
the prolific fields of the Southwest. The line will extend 
from the Amarillo field in Texas and the Hugoton field 
in southwestern Kansas, across the states of Texas, 
Oklahoma, Kansas, Missouri and IIlinois, and will con- 
nect with the present pipe line system of the Colum- 

bia Gas & Electric Corp. at the Illinois-Indiana 
border. The line will have a capacity of approxi- 
mately 160,000,000 cubic feet of natural gas 
per day, and will cost about $40,000,000. 
RS The Columbia Gas & Electric Corp. has 
operated for many years exclusively in 
the Appalachian area, but like others 
in the natural gas industry, opera- 
tions have recently been materially 
expanded. The corporation is 
(Please turn to page 340) 
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1 
POWER & LIGHT SYSTEM 







The economy and efficiency of group 
operation of public service compa- 
nies, such as those controlled by 
Utilities Power & Light Corporation, 
benefit both consumer and investor. 
Detailed information upon request. 





















CHICAGO—327 So. La Salle St. 
AN INTERNATIONAL SYSTEM oF FEsLIC-VUTILITLes 


EVERAL of the most important operating sub- 
S sidiaries of Utilities Power & Light Corporation 
are located in large centers of population, such as 
St. Louis and Indianapolis, where service is highly 
concentrated. But the System is a well-diversified 
one, also serving many smaller communities where 
opportunities for growth and expansion exist. 


Central States Power & Light Corporation, which con- 
stitutes the bulk of the Central States Utilities Group, oper- 
ates in nearly 200 communities, situated in large part in the 
Middle West and Southwest. 


Nearly 99% of its revenues come from the sale of elec- 
tric energy and natural gas. Last year its electric energy 
production gained more than 11% and, including new com- 
panies acquired, gained more than 43%. Most of the 
electric properties have been brought into unified operation 
with those of the Interstate Power Company, another major 
subsidiary of the Utilities Power & Light Corporation. The 
natural gas properties of the Central States Utilities Group 
are well located and offer unusual opportunities for further 
domestic and industrial growth. 


Today more than 650,000 customers in 1,100 communi- 
ties in the United States, Canada and Great Britain depend 
on the operating subsidiaries of Utilities Power & Light 
Corporation for one or more utility services. The total popu- 
lation in the territory served is approximately 6,000,000. 


Urivities Power 8. Licht Corporarion 


120 Broadway—NEW YORK 
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A Thirty-Billion Dollar Market 


Great Possibilities in Home and Farm Electrification 
May Have Far Reaching Effects on General Business 
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W is ne and who States with anything but turers, 
is the industrial modest assistance in a ducers 
Moses who will An Estimate of the Energy Used by prosperity program. To the sa 
lead us out of the Domestic Electric Appliances 1930 be a vital factor, at least manu 
wilderness of depression one million airplanes the w 
and supply that eco- Foc al ace a. - would have to be sold of prc 
nomic stimulation that in Homes Current Used Revenue, annually and even a three 
will re-fill the American dain itiMnu. a. -"*_ high school boy realizes are | 
dinner bucket and gaso- NS Shawls. 3c sven 675,000,000 41,175,000 that that is a pretty am- perfe 
line tank? A well-known Vacuum Cleaners ...........+.. 228,600,000 13,945,000 bitious figure when com- They 
economist said recently, besa sses nesses oe 30,744,000 pared with the statistics stand 
anion estan tage SM oe cssiccscchapiissent 185,00,000 9,485 00 of last year’s output. ff kelp 
than anything else _Is a os as 94,200,000 5,740,000 The answer is: Someday, Theit 
some sort of a new in- NN ins sc 00s lvdkevard 120,000,000 7,320,000 but not tomorrow. For t 
vention that will supply Bpace Heaters ................. 53,000,000 3,233,000 Even a superficial stu- has t 
an urgent need and lend EE, ccn- nv nebononcno srs mp 48,000,000 dent of economics would vate 
itself to methods of mass SUMUNs..>ssocs-cossise ‘20,600,000 5,562,000 find that our last pros J watt 
production and _ wide- Ironing Machines .............. 61,500,000 3,752,000 perous era had the auto- iron 
spread _ distribution. Water Heaters ................ 465,000,000 9,300,000 mobile as one of its and 
Some believe that televi- Total—Large Appliances.........  ........ 228,311,000 mainstays. The amazing quie 
sion will be that inven- Small Appliances plus Lighting. ........ 5,694,700,000 440,189,000 growth of this industry : 
tion. The adherents of ' : between the years of that 
aviation are quite firm in Total Sales of Domestic Service ........ 11,075,000,000 668,500,000 1910 and 1920 isa mat- tome 
their belief that the air- Courtesy, Nat'l Electric Light Assn. ter of record. So pro- was 
plane will follow the digious was this expan- have 
automobile in popularity sion, the pessimists of Ist 
and that it will not be 1920 began to talk of of s 
long before great aerial argosies will darken the American saturation, and saturation we should have had if it had I 
skies. It is the opinion of the writer that both of these not been for the introduction of three new factors which sew 
“prosperity schools” are wrong. the pessimists did not include in their calculations. the 
It was not until the war that we really mastered mass vac 
production; it had been talked of, but’ never reached, in a and 
really big way. The development of highspeed cutting gra 
Must Be Bigger Naturally enough, the television steels that would really stand the gaff was the secret back con 
“er enthusiasts point with pride to of it all. That was factor number one. Between the years son 
Than Television the universal success of radio of 1910 and 1920 we developed a large and expansive loo 
broadcasting and to the pro’ system of state and national highways. That was factor P 
digious sale of radio receivers. A little sane reflection, | number two. And then came the finance corporation and 
however, will show that radio has not been as large a factor that was factor number three. Instead of having “shot its 
in prosperity as one might think. The unit of sale has _ bolt” as the grim pessimists believed, the automobile indus- 
been far too small and while the radio industry was no try was at that time ready for its great crescendo that sup- U 
doubt an important factor in the last economic cycle, plied the American public with over 25,000,000 auto- W 
it is utter nonsense to hold it responsible for the good mobiles. It had spread out into a thirty-billion dollar 
times that were enjoyed prior to 1929. Television market. 
can be of no greater importance; it must serve as What is needed is a market that can take its qT 
a mere accessory to any new wave of economic place at the present time. By this the writer does \ 
well-being. Furthermore, it may be another not mean to infer that the automobile indus- ha 
five years before it is able to assume even that try has suddenly ceased to be of importance pl 
modest role. Important, yes; but it can Ms, although we must confess it is not faced ak 
never be anything but one of the chil- with the same potentialities as faced it It 
dren of American commerce. eleven years ago. It is well to look the ni 
The sane, hard heads in the facts in the face. While we have by b 
aviation industry do not be- no means reached saturation, we U 
lieve that the airplane is as have reached a point where re- : 
yet ready to supply the United placement is for the first time a € 
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more important market factor than an [fj 
original sale. 

Our prosperity market must be a 
large one, so large indeed that its 
benefits must be able to pervade every 
hase of our economic and social life. 














per, coal, paper and all of the other 
staple products that go to make up 
the great American business scene. 
That is a big order but it can be 














of production. Furthermore, the same 
three important and helpful factors 







sanding by ready and willing to 
help them with their sales programs. 
Their highways, what about them? 
For the last twenty years, the utilities 













Is the Market for 
Appliances Saturated? 


How Many Are You 


. Ironing Machines 
. Washing Machines 
+ Vacuum Cleaners 


. Air Conditioners } 
. Sewing Machines 


. Heating Pads 
. Cigar Lighters | 
. . Space Heaters 


dawn of the real electrical age. This 
is not a dream, it is fact. 

In 1929, there were but 1,550,000 
electric refrigerators in use in the 
United States. We cannot be ac- 
| cused of day-dreaming when we 
maintain that there is a market for 


Directly or indirectly, it must filter sg 
: ; Using? need : 
into every crevice of business. It must ten million more. That is a con- 
yse steel, lumber, leather, brass, cop- . Refrigerators servative figure. During the same 
. . Irons year, we had but 513,000 oil burners 


in use. This figure is but the pro- 
verbial drop in the bucket. Strange 
| as it may seem, there is still a market 
| for no less than ten million vacuum 
| cleaners, with the sale unit running 
| 


filled. - . + Toasters 
Curiously enough, our public utili- , Ries 

ties and their associated manufac- | Waffle Irons as high as the average small radio. 
turers, the electrical appliance pro- . Chafing Dishes | There are approximately 740,000 
ducers, find themselves in practically | tiie electric ranges in use at the present 
the same position that the automobile | ie Seen | time. The figures for fans, perco- 
manufacturers found themselves after iene | lators, washing machines, toasters, 
the war and before their greatest era _ space heaters, sewing machines, water 


heaters and electric radio are equally 
interesting. 
We have not as yet mentioned the 


are present. They have a highly re 

perfected system of mass production. , Miia | enormous sums of money that the 

They have finance corporations hha tiieiing | public utilities of the United States 
| will have to spend to prepare for the 


real electrical age nor do the figures 
| given, large as they are, include the 
| electrification of railroads, farms, 
steam-operated industries, the lighting 











has been busy building their own pri- ! 








vate highways over which the kilo- 

watt hours may pass to hungry flat- 

irons, toasters, oil burners, vacuum cleaners and a hundred 
and one different household appliances. They have been 
quietly preparing for their day in the sun. 

So far, the electric flatiron is the only electric appliance 
that has found universal use among domestic electric cus- 
tomers. The total number in actual service during 1929 
was 13,700,000 or 75% of the 17,700,000 flatirons that 
have been sold. But it is not a large user of- current nor 
is it an important piece of electrical merchandise. The unit 
of sale is insignificantly small. 

It is the oil burners, the electric furnace tenders, the 
sewing machines, the water pumps, the washing machines, 
the electric ironing machines, the electric refrigerators and 
vacuum cleaners that interest us to say nothing of the radios 
and the numerous labor saving devices that farmers are 
gradually putting to use. When ail of these things are 
considered and the figures grouped, we have as a result 
something that looks like a real market, something that 
looks as though it might be able to spell that magic word 

prosperity.” 
























Use What When the economist talked about a new 
We H invention he quite forgot that we have 
e fave at present many new inventions that 





have not as yet found wide use. 
They are ready, but the public has not been ready. 
Why go searching for new inventions, when we 
have dozens of them that have not been ap- 
plied universally? There is much silly talk 
about the electrical age in which we live. 
It is utter nonsense; the electrical age is 
not here yet; and it will be many years 
fore it is. The public of the 
United States must spend some 
thirty odd billions of dollars for 
electrical appliances before the 
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of rural highways, air-conditioning, 
the welding of steel buildings, the 
possibilities of electro-horticulture, the promise of the 
thyratron tube in reducing the cost of power distribution, 
and the application of the photo-cell and the thermionic 
tube to machine control. And somebody says we need a 
new invention. Why not use what we have? 


Only a very small number of farms are 
completely electrified; a number so small 
indeed as to be totally unimportant. 
Nearly 90% of the farms in the country 
are not yet being served by the power and light companies. 
Generally speaking, the economic status of the farmer has 
fallen to a low estate. The general run of them at least, 
must change to a new product or a diversity of new prod- 
ucts. The small farmer must learn to use his soil values 
more efficiently and it is reasonable that his choice must 
lie between fruit, vegetables and animal husbandry. If he 
chooses the latter, electric power will offer him the most 
efficient assistant by cutting his cost of labor. The production 
of animals enables the farmer to make his crops give a more 
valuable ultimate product inasmuch as animals supply 
an added process by converting grass and legumes into 
suitable by-products. Our farms must become mechan- 
ized and electrified to increase efficiency and again be- 
come profitable. 
Some day, and perhaps very soon, the animal 
husbandry industry will find a powerful ally in 
the quick freezing process, which is a child of 
* the electrical industry. We cannot help but 
KM, wonder if we shall not some day become 
the world’s butcher shop with the choice 
cuts of American meats neatly pack- 
aged and cooled finding their way to 
the tables of Europe aboard ves- 
sels provided with the necessary 
(Please turn to page 340) 
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Foreign Utilities — 
Are They Attractive Investments ? 


Rapid Expansion of American Corporations in the 
Foreign Utility Field Brings Up Many Problems. 
Best Opportunities in the Less Developed Countries 


By Dr. EMIL L. JORDAN 


plants offered for sale. Their position is monopo- 

listic; as a rule they guarantee, even under obsolete 
management, enough return and safety to make their own- 
ers not especially willing to sell. Therefore the American 
groups interested in financing and operating foreign utili- 
ties almost always have to pay relatively high prices when 
acquiring new properties. A reasonable return, therefore, 
cannot be expected if simply continuing the existing stand- 
ard of operations. Under these circumstances the question 
arises on which basis the expansion policy of the inter- 
national corporation is founded. 


IN plants in the world are power, gas and water 


Generally speaking it can be stated that 
American capital is interested in acquiring 
foreign public utility properties if three 
prime conditions are given. In the first place 
there must be the possibility to standardize the manage- 
ment technically, and to raise the actual efficiency of the 
plant to a degree that the cost of current drops, enlarg- 
ing, consequently, the profit margin. Where, for instance, 
scattered single power plants with Diesel motors or steam 
engines can be substituted by a common hydro power cen- 
tral serving the entire district a reasonable return is basically 
secured for the purchase price of the old plants plus the 
erection cost of the new central. 

In the second place there must be the possibility to in- 
crease the sales of electric current or, in the case of semi- 
utilities, of services. The larger the margin between the 
actual consumption based on the present material standard 
of the country, and the potential consumption measured 
by the American standard the better is the situation for 
an efficiently managed power system. Factors promoting 
the sale of electricity like radios, air conditioning, electric 
kitchen equipment, etc., are far below the American 
standard even in the progressive industrial countries 
of Europe. The electrification of the railroads is 
another item opening wide perspectives; it depends 
only on the existence of sufficiently cheap cur- 
rent. There is one condition, of course: that 
a sound economic development according to 
western conceptions can be expected in the 
countries in question, as in Europe and 
Latin America. In Africa and Asia 
the enormous margin existing be- 
tween the actual and the potential 
market is not yet a sign of big 
possibilities, at least regarding 


Three 
Essentials 


the near future, although natural resources are tremendous, 

In the third place, a quick increase of the population 
must guarantee a correspondingly quick increase of the 
potential market. Whereas western Europe is stagnant in 
this respect the pace of growth of population in the other 
parts of the world is an essential factor in the growth of 
the markets. 

If these three primary questions can be answered satis 
factorily, foreign power systems offer a sound and safe 
capital investment. 


There are two basically different 
groups of countries which offer 
expansion possibilities for Ameri: 
can utility interests: the industrial 
states of Europe, and the rest of the world. The progres 
sive European countries, especially England, France, Ger- 
many, Holland, Belgium, Italy and Scandinavia cannot be 
taken into consideration as essential fields for the activities 
of American operating companies. Here first-class national 
engineers are available, and everything is done in man- 
agement and operating methods to reduce the cost and to 
increase the sales of current and of services. The growth of 
the potential market by the increase of population is rela- 
tively insignificant, being considerable only in the case 
of Italy. 

If, in spite of that, large amounts of American capital 
are participating in the public utilities of this group, the 
corresponding transactions are of a purely financial nature, 
in which the bankers play the principal part. In connec: 
tion herewith the following case is interesting. A large 
American public utility holding and operating company 
participated in the negotiations concerning the Berlin con- 
cession this Spring. The board of directors, however, re 

fused to give consent, reasoning that the City of Berlin 

utilities did not offer any technical or managerial pos: 
sibilities, and that mere financial transactions should 
be left to the bankers. Although there are ex: 
ceptions these utility transactions belong more 
to the field of foreign municipal and govern: 

mental financing. 
In the other group of countries which 
are interesting also under the viewpoint 
of management, three large districts 
offer an attractive field: the eco 
nomically less developed countries 
of Europe, Latin America and 
the Far East. These countries 


What Territory 
Is Best? 
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A Story of Progress 


HE following tabulation shows the earnings history 
over the past 18 years of The United Light and 


Power Company and subsidiary and controlled companies: 





Gross Earnings 


Net Earnings before 


Depreciation 


Gas Sales 
in Cu. Ft. 


Electric Sales 
in K. W. H. 











$ 5,409,874.90 


5,466,655.86 
5,501,836.98 
6,007,914.99 
6,928,798.73 
7,451,734.87 
8,820,455.09 
10,451,435.08 
9,997,821.04 
10,257,567.66 
11,003,174.17 
11,220,971.27 
37,314,902.17 
41,565,506.71 
46,041,974.31 
88,537,345.25 
96,200,648.33 
94,489,476.15 





$ 2,378,885.25 


2,382,706.76 
2,489,041.03 
2,703,173.48 
2,807,001.73 
2,761,336.51 
2,885,192.75 
3,275,251.51 
3,372,073.70 
3,835, 138.35 
4,313,996.89 
4,808,702.17 
17,275,735.26 
17,932,537.87 
20,706,133.15 
37,309,250.31 
41,349,643.64 
42,110,920.05 





1,201,327,200 
1,290,701,400 
1,369,004,700 
1,439,979,800 
1,670,310,600 
1,875,434,300 
2,008,539,800 
2,530,390,100 
2,162,490,900 
2,049,487,500 
2,255,529,800 
2,320,884,800 
3,609,672,600 
4,632,267,790 
4,850,603,700 


| 43,627,389,600 


46,533,778,200 
43,702,080,900 





86,373,959 
90,116,518 
93,276,013 
110,501,901 
132,204,323 
160,617,416 
154,561,036 
174,305,805 
142,849,213 
181,457,340 
213,219,912 
197,535,087 
719,911,122 
799,857,084 
973,641,057 
1,144,173,039 
1,414,793,426 
1,445,485,859 





. Subsidiary and controlled companies ot The 


United Light and Power Company system include: 





The United Light and Railways Company Continental Gas & Electric Corporation 
American Light & Traction Company Kansas City Power & Light Company 
The Columbus Railway, Power and Light Company Detroit City Gas Company 
Milwaukee Gas Light Company Grand Rapids Gas Light Company 
San Antonio Public Service Company lIowa-Nebraska Light and Power Company 
Peoples Power Company Peoples Light Company 


Peoples Gas & Electric Company Cedar Rapids Gas Company 


The United Light and Power Company 


2200 Bankers Building, 105 West Adams Street, Chicago 
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can hardly make real progress without 
foreign technical help. Here American 
capital has an opportunity to manage 
and to operate plants, working out 
“efficiency profits.” The margin be- 
tween actual and possible consumption 
of current is large everywhere in these 
regions and the potential market is grow- 
ing quickly in accordance with the popu- 
lation. 

In Europe the principal agrarian coun- 
tries belong to this category: the 
Danubian states, the Balkans, Poland 
and Spain. Strong in these countries 
are the finaricial interests of the Electric 
Bond & Share Co., of the International 
Telephone & Telegraph Corp. (Ru- 
mania, Spain), of Brown Brothers, Har- 
riman & Co. (Poland), of J. G. White 
& Co., and G. L. Ohrstrom & Co. 
(Yugoslavia). 

In Latin America the growth of the 
population is very considerable (Argen- 
tina and Brazil, for instance, double 
their population every 25 years), but at 
the present time the rather thin density 
of population in many parts of South 
America is an obstacle to an intensive 
electrification. Here the Electric Bond 
& Share Co. is predominant in the field 
of power generation, and the Inter- 
national Telephone & Telegraph Corp. 
in the field of international communica- 
tions. The Intercontinents Power Co., 


Switzerland 


United States 


Germany 


Austria 


Hungary 


Argentina 
Mexico 


Brazil 





organized under the auspices of Pennsyl- 


World Production 
of Electricity 


Great Britain 


this business policy; acquiring a new 
plant, the company must possess already 
so many profitable going plants or other 
sources of income that these help to com- 
pensate the low return of the new plant. 

Closely connected with the question 
of return is that of the risk. Here the 
weak point is centered in the fluctua- 
tion of currencies. In the financially 
weak countries of Europe as well as in 
the whole of Latin America, a steady 
income in a dropping national currency 
means a declining income in dollars. To 
offset this risk there is in almost all con- 
cessions a clause putting the power, gas 
and water rates on a partial gold basis. 
In the case of a dropping currency gen- 
erally 60% of the rates can be raised to 
the gold standard. That means that 
only 40% are affected by the deprecia- 
tion of the income value. In the interest 
of the public relations, however, an in- 
crease of rates generally will be effected 
hesitatingly and only as a last resort. 

The negative effect of the deprecia- 
tion of currencies can be checked or at 
least minimized by diversification of the 
utility investments over different coun- 
tries. Valorization and depreciation of 
the standard can be fairly balanced in 
this way for a period of years. 

It is natural that the rapid world ex- 
pansion of American public utility in- 
terests has resulted in European counter 
movements. In fact, active competition 


Annual 

Kw. hr. 

Output 
per Capita 

















vania interests, is operating a consider- 
able power system in South America. 
British, Canadian, and European interests have long been 
active in Latin America. 
The Far East with its amazing masses of population rep- 


resents an enormous potential market. But as long as the 
360 millions of Indians and the 480 millions of Chinese 
have an average annual income of only $10 and $35 per 
capita respectively, the electrification of these countries 
is still a question of the distant future. In both countries, 
however, the number of well-to-do people with a certain 
purchasing power is growing continuously, so that general 
progress is unmistakable. In India as well as in China, 
the Electric Bond & Share Co. is doing pioneer work for 
America. 

Japan has to be considered together with the western 
European group, at least in this connection. Whereas here 
several large financial transactions in the field of utilities 
have been concluded with American banking houses the 
management has remained in Japanese hands and is con- 
ducted along modern lines. Foreign help is gradually be- 
ing eliminated. 

It is difficult to decide what return should be ex- 
pected from foreign public utility investments. It 
has been said in well-informed circles that some 
of the South American systems have been ac- 
quired by American interests on a return basis 
- as low as 3%. If the administration sees the 
possibility to raise the return to a satisfac- 
tory level within a few years, by the 
means described above, no objection 
can be made to this procedure. In 
fact, this low acquisition basis is 
not the rule, and in every case 
one condition is necessary for 


is felt today in almost all negotiations 
concerning the acquisition of power 
plants. This is scarcely true as between different American 
interests, but almost always between one American and dif- 
ferent European groups. In purely financial transactions 
America and Europe often go together, as recently in the 
re-financing of the electric plants of the City of Berlin. 
But if operating concessions are concerned a sharp fight 
frequently takes place. The larger the capital reserves of 
the corporation and the more extended the already exist- 
ing organization, the better are the chances of success. 

The competitors of the American interests can be located 
in the financial field as well as in the technical field. The 
first ones are banking houses with special, experience in 
the international public utility business looking for attrac- 
tive capital investments. To this group belongs the Swiss- 
American Electric Co., strong in South America. Also 
several British-Canadian companies operating in Latin 
America form part of this category. 

On the technical side several large electro-technical 
manufacturers by the control of power or telephone systems 

intend to create large new markets for their products. 

As to telephone concessions, the German Siemens & 

Halske concern and the Swedish Ericsson concern 

have competed strongly with American interests. 

In some cases Siemens and Ericsson have co- 

operated, and in a few countries, as for in- 

stance in Greece, they have been successful 

Ms against American endeavor. According to 

recent reports, a dominant interest in the 

L. M. Ericsson Telephone Co. will be 

acquired by International’ Telephone 

& Telegraph Corp., the great 

American international _ tele- 
(Please turn to page 348) 
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SPECIALISTS 


in Utility Investments 


We distribute the securities of one 
of the largest and most progressive 

ublic utility groups in the United 
tates, serving in 31 states. Some of 
the companies are: 


Commonwealth Edison Company 
Middle West Utilities Company 
The Peoples Gas Light and 
Coke Company 
Insull Utility Investments, Inc. 
Public Service Company 
of Northern Illinois 
Midland United Company 
Corporation Securities Co. 
of Chicago 
National Electric Power Company 


Ask for our list of investment offer- 
ings. Monthly Savings Plan available. 


UTILITY SECURITIES 


COMPANY 
230 So. La Salle St.. CHICAGO 
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New York St.Louis Los Angeles 
Milwaukee Minneapolis Louisville Detroit 
Indianapolis San Francisco Kansas City 
Cleveland Des Moines Tulsa 
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INTERNATIONAL POWER 
and PAPER COMPANY 
of NEWFOUNDLAND, LIMITED 


% 


EarNINGS OF International Power and Paper 
Company of Newfoundland, Limited, in 1930, 
after all deductions for operating expenses, depre- 
ciation and depletion, were more than nine and 
one-half times interest charges on the company’s 
first mortgage bonds. 

Newsprint production in 1930 totalled 168,051 
tons, as compared with 151,563 tons in 1929, and 
126,698 tons in 1928. Operating efficiency has 
been sharply increased, output of the four news- 
print machines averaging 515 tons a day in 1930, 
as against 483 tons in 1929 and 438 tons in 1928. 
These steady increases have been accompanied by 
material reductions in operating costs. 

The annual report of International Power and 
Paper Company of Newfoundland, Limited, for 
1930 has just been published, and is of particular 
interest to the investor desiring detailed infor- 
mation regarding this important unit in the group 
of power and paper organizations making up 
International Paper and Power Company. 


For a copy of the 1930 report of International Power and 
Paper Company of Newfoundland, Limited, address 


¥ 


INTERNATIONAL 


PAPER and POWER SECURITIES, Inc. 
220 East 42nd Street, New York 














The Business of Giving 
Wings to Words 


The Outlook for Telephone, Telegraph, 
Cable and Radio—ls There Room for All ? 


By RALPH L. WOODS 


gence both within and to and from our continental 

borders differs from most other of our large industries 
in two outstanding respects. One of these is that the prod- 
uct it sells, which is service, is much more intangible than 
most other major products. The other, and more impor- 
tant, difference is the unusual conditions which govern 
its competitive situation. 

Unlike most of our large industries the field of com- 
munications does not compete with one or more other in- 
dustries for the public’s elusive dollars. Although auto- 
mobiles compete with airplanes, tobacco with candy, rail- 
roads with motor trucks and pipe lines, coal with oil, glass 
containers with cans, the radio, telephone, cable and tele- 
graph actually compete only with Uncle Sam’s postal serv- 
ice, assuming that that could be called competition. 


T's vast and vital business of communicating intelli- 


Even within the communication in- 
dustry much of what at first blush 
appears to be competition is such in 
name only. With the expansion and 
development of the older forms of communications, and 
with the introduction of entirely new means of transmitting 
intelligence, a sort of economic re-orientation has been tak- 
ing place. This shifting process promises to continue until 
each division of the communication industry finds its great- 
est sphere of profit, usefulness and influence. 

The developments which many have interpreted as an 
intensification of competition have proved to be nothing 
more than those which are inevitable in a nation enjoying 
our economic progress. 

Thus far we have generalized. Substantiation of these 
generalizations and a deeper understanding of the present 
condition and probable future of communications may be 
acquired if we take each division of the industry—radio, 
telephone, telegraph and cable—and examine them as 
separate entities, and as they relate to each other. 

In doing this it seems well to avoid discussing the 
particular policies, plans, and operations of specific 
companies lest we stray from our chosen path, 
which is communications as a general proposition. 
Furthermore, the companies engaged in this 
industry are so vast, their activities so varied 
and intricate, that each is properly the sub- 
ject of an individual article. 

As a medium of communication 
which has demonstrated its indis- 
pensability to the smooth function- 
ing of our complex and highly 
keyed civilization the telephone 


Competition in 
Name Only 


business has evidently built for itself an enduring structure, 
So far the mind of man has been unable to envision the 
day when we will no longer view it as necessary to the 
conduct of business and social intercourse. 

Within the United States the telephone seems to have 
reached the enviable position where its further expansion 
is principally dependent upon the future growth of the 
nation’s population and wealth. And this, current pes 
simists to the contrary notwithstanding, is promising enough 
a future for any company. Of course this is not to say 
flatly that the telephone companies will not have more 
subscribers or increased business until population and 
wealth increase. But it is a fair conclusion that it has 
gone so far on the road of progress that its greatest pros- 
pects for expansion are dependent on the success of efforts 
now being made to create new business and social uses for 
the telephone to widen the scope and nature of operations. 

It is not possible at this time to much more than mention 
these new developments. Radio-telephony, though only 
four years old, has grown so fast that in its own way and 
within its limitations, it bids fair eventually to become 
proportionately as good an earner of net profits as the 
method used in domestic service. So rapid has been the 
expansion of trans-oceanic radio-phone service that it should 
not be long before any of the 20 million subscribers in this 
country may be connected with any of the 12 million out- 
side. 

Not content with this promising expansion of radio 
telephony to foreign lands the American Telephone & Tele- 
graph Co. has been experimenting with the possibilities in 
a telephone cable to be laid on the ocean bed between New- 
foundland and Ireland. This is still in the laboratary stage. 

The telephone company is allied with the telegraph in- 
dustry to the extent that many of its wires are leased to 
the telegraph companies and to press associations and large 
newspapers. An important association with radio is also 
indicated by the phone company’s large interest in various 
patent rights vital to the radio industry. 

The telephone business is thus not without persuasive 
evidence that appears to assure its continued progress. 
It is effecting economies and speeding up its service 
by the installation of dials. It has 3,000 scientists 
and technicians working in its laboratories on 
new and improved devices and equipment. The 
general tendency of its rate structure has 
MS been definitely upward. It has enjoyed 
ag unusual success in staving off oppressive 
\.__ restrictive legislation by both Federal 

and State governments. 
Whereas the American Tele’ 
phone & Telegraph Co. has con- 
fined its international activities 
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of two decades 


ago. Today the same charm of 


individuality is there—but 
something else has been added. 
That something is electric power 
which has given the small town 
the economic advantages that 
twenty years ago were confined 
to the large metropolitan cities. 

Electric power has extended 
its service to the smallest dot 
on the map. It has provided 
the force that makes it cheaper 
for industry to do its work 
away from the congested cen- 
ters. It has made living in 
small towns more pleasant. 
The next step in the extension 


of electric power was obviously 





System provides 
an excellent example of the ex- 
tent to which these twodevelop- 
ments have taken place in the 
last two decades. When it was 
founded in 1912, the Middle 
West Utilities System was serv- 
ing scarcely more than one 
hundred thousand customers. 
Today it serves nearly one and 
three-quarters million. In 
1912, the percentage of farm- 
ers in the United States receiv- 
ing rural electric service was 
negligible. Today, Middle West 
Utilities System alone provides 
service to more than thirty 
thousand farms located in the 


thirty states where it operates. 


MIDDLE WEST UTILITIES 
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to trans-oceanic radio- 
phone service the In- 
ternational Telephone 
&@ Telegraph Co. as 
its name implies, has 
been active in acquir- 
ing telephone systems 
in foreign countries. 
Thus there is no con- 
flict in the telephone 
operations of these 
two companies. 

Although we have 

in this country two 
competing telegraph 
and cable companies 
there is no evidence 
that it is destructive 
competition or that 
either one has gained 

or suffered to any ex- 
tent from the com- 
petition. Some au- 
thorities, Owen D. 
Young for instance, 

see great benefits to » 
be derived from a 
merger of the Postal and Western Union companies. And 
yet the competition between the two systems has no doubt 
been the motivating force responsible for most of their 
successful campaigns to increase the public’s use of wires. 
Both systems have benefited thereby, possibly more than 
they might have had they merged and removed the chief 
incentive for promoting new business. Competition is 
really the life of trade. 

When the radio first was made available to the public 
for commercial point-to-point communication, as distin- 
guished from broadcasting, many business men became 
apprehensive of the telegraph and cable companies’ ability 
to survive the visitation. Subsequent events have proved 
such extreme fears to have been groundless. 

While radio communication has undoubtedly expanded 
and enjoyed a fair measure of popularity it has not so far 
menaced the well being of the older members of the com- 
munication family. The telegraph today has certain distinct 
advantages over the radio. In the first place it has a vast 
pickup and delivery service. The two companies together 
have about 40,000 offices throughout the nation. With a 
few minor exceptions every telephone is practically a tele- 
graph station. Of late, service stations of most of the large 
oil companies receive telegrams for transmission through 
the nearest telegraph office. It will be many years before 
the radio communication companies can. hope to duplicate 
any such vast system of pick-up and delivery. Until they 
do it is unlikely they will be able to put any serious dent 
in the earning statements of the telegraph companies. 

Like the telephone companies, the telegraph com- 
panies have in recent years been active in developing 
new uses for their services and in successfully get- 
ting that idea across to the public. Typical of 
this are the prepared messages for Christmas, 
Easter, St. Valentine’s Day, Mother's Day, 
Father's Day, the use of wires as novel party 
invitations, the ease of wiring money to 
salesmen, etc., and the dunning of re- 
luctant debtors by wire. Most of these 
are exceptionally profitable sources 
of new revenue because of the 
“canned” nature of the mes- 
sages and also because of the 

























































































Courtesy, International Tel. & Tel. Corp. 
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How Trans-oceanic Telephonic Messages are Handled. International 
«| Switchboard at Madrid 
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non - necessity for 
speed in transmitting 

The competitive 
situation between the 
cables and trans 
Atlantic radio service 
in some ways paral: 
lels that between the 
telegraph and do 
mestic radio business. 
The principal effect 
radio has had on ca. 
bles is to speed them 
up about 500% and 
to induce the op 
erating companies in 
some instances to re- 
duce rates. 

Today one cable is 
able to transmit from 
1,500 to 2,500 mes 
Sages every twenty: 
four hours. The ca 
ble companies have 
increased the popv- 
larity of their service 
by the institution of 
night letters and week-end cable letters, both at reduced 
rates in consideration of the deferred service. The amazing 
growth in travel abroad in recent years has exercised a fur- 
ther beneficial effect on the cable business, and also on 
the trans-Atlantic radio service. 

Both cable and telegraph have an advantage over radio 
communication in that there is practically no limit to the 
number of communication channels which they may estab 
lish. Admittedly the construction of new cable and tele: 
graph lines is costly, but at least it can be done if the traffic 
justifies it. At present radio is limited in this respect. 
But it is by no means certain that this handicap cannot 
eventually be at least partly overcome. 


When radio was first considered from 
the commercial standpoint it was as a 
point-to-point communication service. 
But today when the average person 
thinks of radio it is usually in terms of broadcasting; the 
radio as a medium of entertainment. Consequently, its 
growth as a factor in commercial communications has too 
often been overlooked. For our purposes we shall limit 
the discussion to this latter phase. 

As the principal domestic unit in point-to-point com: 
munications, R. C. A. Communications, Inc., is representa: 
tive of this development. This company has established 
from New York thirteen direct circuits to Europe, two 
to Asia Minor, one to Africa, seven to South America, 
four to the West Indies, two to Central America and 
one to Canada. From San Francisco seven direct 
circuits extent to the Far West and to the 
Hawaiian Islands, while six additional circuits 

are employed from the Philippines and three 
from Hawaii. A circuit links San Francisco 

with Panama. Several new circuits con: 
) necting the United States with additional 
European countries are planned as part 
of the 1931 expansion program. 
Although it has been stated that 
radio has not hurt the cables 
(Please turn to page 335) 
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TO RECOVER YOUR ORIGINAL 
INVESTMENT CAPITAL 


The present business and financial situation offers you an op- 
portunity—which may not be equalled for years to come—to re- 
cover investment losses and make substantial profits as well. But 
you must act wisely—and promptly. 





CONSIDER THESE 
SEVEN FEATURES 





The Investment Service has 
seven unusual and valuable 
features, which make this 
service an essentially practi- 
eal one. This service is:— 


PERSONALIZED 


Each subscriber’s ‘account is 
treated _ individually. All 
recommendations are based 
on the subscriber’s personal 
requirements. There are no 
“blanket” recommendations. 


COMPREHENSIVE 


The service covers all types 
of securities—bonds, com- 
mon_ stocks, and _ preferred 
stocks. 


CONFIDENTIAL 


The affairs of every sub- 
scriber are held in the strict- 
est confidence. This is guar- 
anteed by the integrity and 
high business standards of 
THE MAGAZINE OF WALL 
STREET. 


CONTINUOUS 


The service supervises each 
subseriber’s holdings  con- 
tinuously so that no develop- 
ment can take place un- 
known to the service direc- 
tors. Recommendations are 
made at the time when they 
will be of greatest value, and 
subscribers are not obliged to 
consult the service in order to 


obtain these recommenda- 
tions. 
AUTHORITATIVE 


The directors of the service 
are experts who have been 
hand picked from THE 
MAGAZINE OF WALL 
STREET staff for their 
known ability to render valu- 
able investment advice. 


RELIABLE 


THE MAGAZINE OF WALL 
STREET is an _ outstanding 
authority in judging security 
values, and its reputation in 
this respect assures the relia- 
bility of the service. 


UNBIASED 


The Investment Management 
Service has no securities to 
sell and holds no brief for 
any particular investment. 





There are many companies whose securities are today definitely 
under-priced—but not all issues deserve this rating. Some which 
were formerly well situated do not show prospects of early or 


sustained recovery. 


profits 


The Investment Management Service will assist you in making 
your present portfolio the basis of a profitable campaign, and 
through the daily supervision of your holdings by investment special- 
ists it will permit you to always keep your funds most profitably 
employed—consistent with safety and conservative investment pro- 
cedure. 
which you may be familiar—for it is a personal form of counsel 
adapted to exactly fit each client’s specific needs. The cost is mod- 
erate—and you do not require new capital to derive full benefits. 


If you will send us a list of your present security holdings we 
will be glad to outline the specific application of our counsel in 
your case and to advise you regarding the cost of our guidance. 
Send in the coupon below and be sure to give us all of the data 


requested. 


INVESTMENT MANAGEMENT SERVICE 


FORTY-TWO BROADWAY 


Investment Management Service 
42 Broadway, New York, N. Y. 


Gentlemen: 


I am enclosing herewith my list of holdings. 
me, by mail, how your service would help me solve my investment problems. 
Also send me your booklet and the minimum cost of service on my account. 


This places me under no obligation. 


Name 


Neer MIR 2098 5 SN is cre PF Bia) aie waka s'ia 61 a oKsid ete Gites Sue shaken ans Pn oa ians aeeeane 
My present investment capital, in addition to the securities listed, 
is approximately $...............+4-5 





If you are to derive maximum investment 
you must choose carefully and buy at the proper time. 


This service differs from the usual advisory service with 


A Division of The Magazine of Wall Street 
NEW YORK, N. Y. 


6-27-31 


Kindly study this list and tell 
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The Business of Giving 
Wings to Words 


(Continued from page 330) 
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and telegraph systems it is undeniable 
that it has become a factor in com- 
munications. Lower rates and improved 
grvice have speeded the process. Thus 
far the purely domestic operation of 
point-to-point communication has been 
rather negligible. There has been a 
much greater concentration upon for- 
eign operations. 

There is a large body of competent 
opinion which believes radio com- 
munication will not reach its highest 
point of usefulness and profit until 
Congress amends the White Act so 
that radio and telegraph companies 
may be allowed to merge. It will be 
recalled that the International Tele- 
phone & Telegraph Co. had arranged 
with the Radio Corp. to take over the 
R. C. A. Communications, Inc., its 
subsidiary, through an exchange of 
stock, but that Congress was reluctant 
to amend the law. If, and when, such 
amerger is allowed, radio will be freed 
of its greatest handicap, the lack of a 
widespread system of pick-up and de- 
livery. Merged with the International 
company, R. C. A. Communications 
would have the use of the extensive 
Postal system, which is a part of In- 
ternational. Furthermore, radio would 
automatically expand its communica- 
tion system abroad since the I. T. & T. 
Co. has a number of valuable radio 
concessions abroad, especially in South 
America. 


LOOKING 


AHEAD 


HE Middle West is looking 

ahead. Yesterday’s depres- 
sions and Today’s uncertain- 
ties lose their terrors when 
viewed in the light of Tomor- 
row’s promise of prosperity. 
In the great states of Illinois, 
Iowa, Missouri and Kansas, 
Nature and Man have collabo- 
rated, not only to produce 
“the Garden of America,” but 
also “the Workshop of the 
World.” 


Broad Middle Western acres 
will yield their fruits to feed 
millions in both hemi- 
spheres at prices mutu- 

ally profitable to pro- 
ducer and consumer. 


In a thousand factories, 
Industry already is hear- 
ing the first faint whisper 
of a demand from the 
commercial world for 
commodities of every 
sort. Wheels will shortly 
begin to turn more rap- | 
‘idly to supply this de- 
mand in constantly § 
increasing volume. 


Labor in the Middle 


West will profit with Industry 
and commercial activity will 
be stimulated by Labor’s in- 
creased buying power. 


Transportation will carry the 
products of Agriculture, In- 
dustry and Labor to distant 
markets, returning laden with 
the raw materials for _ still 
other products, with a result- 
ant advance in earnings. 


North American Light & 
Power Company expects 
to share in the general 
prosperity through in- 
creased demand for its | 
services—chiefly electric | 
energy and gas, both nat- | 
ural and manufactured 
—supplied by  subsid- 
iaries to approximately 
850 healthy, progressive 
Middle Western com- 
munities. 





| 


, Wesee no reason for any 
attitude but confident 
“; Optimism regarding 
the immediate future. 


theses 








An important source of revenue to 
the radio companies is the ship-to-shore 











service which, like the cable business, 
has benefited greatly from the increase 
in ocean travel. The popularity of this 
radio service is illustrated by the fact 
that the average large ocean liner han- 
dles more than one thousand messages 
a trip, apart from press, weather re- 
ports and ship’s business. 

The trans-Atlantic radio service has 
thus far been patronized principally by 
the following, in the order named: 
Pfess associations, stock quotations, 
market news, other business and finan- 
cial news, used by our own and for- 
eign governments and private in- 
dividuals, 

An invalid objection to radio by the 
uninformed is that it is possible for mes- 
sages to be intercepted by anyone. This 
i$ not accurate because the high speed 
at which radiograms are transmitted 
preclude the possibility of their inter- 
ception by amateurs or unauthorized 
persons. 

The future of radio is promising 

(Please turn to page 340) 
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What Are Public Utility Common 
Stocks Worth? 


Valuation of Utility Equities Depends 
on Future Growth Possibilities 


By WILLIAM KNODEL 


ESPITE the great market prominence and favor en- 
D joyed in recent years by public utility common stocks 
they are, nevertheless, still largely a mystery group 
to most investors. Even during the period of depressed 
security prices which have been witnessed in the past year 
or so, utility common stocks have resisted the decline more 
than any other group of stocks and have persistently sold 
at a higher price in relation to earnings. The factors un- 
derlying the public utility industry unquestionably have 
been very favorable and still appear to be, but does this 
fundamentally optimistic outlook shape up so well as to 
warrant the high valuation placed by the market on utility 
equities such as we have experienced in recent years? 
The public utility industry is quasi-public in nature and 
monopolistic as well. The business is regulated by state 
commissions and rates are fixed on a basis to allow the 
utility company to earn a limited maximum return on its in- 
vestment. With earnings thus restricted by legal limitations, 
the reason why public utility common stocks should sell at 
a higher price earnings ratio than practically any of the 
other major groups of stocks, the earnings on which in- 
cidentally are not thus restricted, is not easily discernible. 
A more puzzling phenomenon, however, is the extreme 
buoyancy displayed by the public utility stocks which has 
periodically carried them to levels between 20 to 40 times 
their earnings, prices which obviously indicate that the 
future is being discounted far in advance. 


Limited Value Measuring stock values in terms of the 
; price-earhings ratio is after all only a 

of Ratios rough and ready method and may be 

carried to a point at which it ceases to 

have meaning especially if stocks in one industry are com- 

pared with those of other industries. It is an empirical 

method which ignores many important factors concerning 

the potential and the future value of an equity. The price- 

earnings ratio would be of greatest value if the earn- 

ings were stable, but in most industries and companies 

there is a considerable variation in earnings over 

a period of time and therefore the price earnings 

ratio has only a limited value. Indeed, the varia- 

tion in earnings is the factor which lends the 

speculative interest to common stocks. 

If the earnings of a business were so 

stable during good times and bad 

as to assure dividend payments on the 

common shares, the stock will have 

achieved an investment rating from 

which the speculative factor has 

been to a large extent elimi- 
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nated. A reasonably high price earnings ratio may he 
applied in this case based on the stability of the industry 
or the company. On the other hand, industries which are 
subject to a wide fluctuation in earnings possess greater 
speculative interest but because of the uncertainties re. 
garding the future the price earnings ratio would naturally 
be lower than in the first mentioned group, other factors 
being equal. 


A far more important in- 
fluence in evaluating the 
worth of an equity is the 
potentiality for growth. 
This is the factor which justifies a higher price earnings ratio 
in the case of one class of securities than in another. Growth 
potentialities permit the reinvestment of earnings or the 
acquisition of additional outside capital which can be em- 
ployed on a profitable basis and which will be reflected 
in rising earnings on the common stock. Such an industry 
or a company is dynamic, so that the common stock will 
naturally command a premium. Increased earnings in the 
future will justify the present high valuation. 

The public utility industry, particularly the electric and 
to a lesser extent the gas branches, has long been in a posi: 
tion where the potential growth has been an important 
factor. Over the last decade, for instance, electric output 
in this country has been increasing at the annual rate of 
about 12%, and although the present severe depression has 
temporarily halted this rate of expansion, growth in all 
probability will continue when normal conditions again 
prevail. 

The startling expansion of the electric branch of 
the public utility industry can perhaps best be pic: 
tured by marshalling a few significant figures. The 
value of plant and equipment of the electric light and 
power industry as of December 31, 1922, according to 

U. S. Census figures, was $4,465,016,000 but this in 

creased steadily until by December 31, 1930, the in 
vestment totaled $11,850,000,000. Over an eight-year 
period this represents an increase of 165% or at 
the rate of approximately 13% annually. Since 
1927; the rate of increase in capital account 

has slowed down to about 74% annually, 

As, but the reason is partly that in recent years 

less hydro-electric capacity has been de- 

veloped than in the preceding years, 

while a greater proportion of steam 

electric capacity has been con 

structed which requires decided: 

ly less capital investment per 
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Common Stock Benefits 
From Growth 











stock 


the 


common 















RATIO of UTILITY STOCK PRICES #2 EARNING PowER 


3K FIRST THREE MONTHS EARNINGS (12 MONTHS ENDED MARCH 31 193!) 


now comprises 25% 
of the total capitaliza- 


-War tion of the utility 
ou 3 


company, then the 
increase in earnings 
due to expansion will 
be at the rate of 
4.7% annually. If the 
common stock consti- 
tutes only 10% of the 
capitalization, a ratio 
which is frequently 
encountered in public 
utility holding com- 
panies, then the rate 
of increase in the 
common stock earn- 
ings due to normal 
growth of the system 
will be 6.5% annu- 
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unit of capacity. The 

total kilowatt 

hours generated in- 5 

creased during this 33 Dre War Drriod 

eight -year per iod 3 (Based on 2 Stocks) 

from 40,291,536,000 29 

to 88,490,000;000 or 2? 

at the annual rate of |} 3% 

about 12%, while |] 33 

gross operating reve- || 5% 

nues increased from }j £33 

$1,028,779,000 to $2,- |] Fi 

135,000,000 or at the [| $22 

rate of 11% annually. |} <2 

The potential mar- 3 to 

ket for electricity in |] * 3 

this country which j 

awaits development in 4 
nay be & the future is still very 2 
ndustry ff large, especially, in "MUO BNDNR TM 
‘ich are J the domestic or resi- 
greater Mf dential field, but the 
ies re ff industrial and the 
turally ff commercial market also present large possibilities for fur- 
factors § ther development. It is reasonably safe to assume, there- 

fore, that growth of the electric power and light industry 

will continue into the coming decade, perhaps at a more 

modest pace than during the decade just past. The gas 

industry likewise presents attractive growth possibilities, - 
int in’ & although in the past ten years the rate of growth was much 
1g the less than in the case of electricity. 
is the The advantage to the common stock of growth in the 
rowth. —f public utility industry lies in the fact that a larger per- 
sratio J centage of return can be earned on the new capital in- 
rowth vested than has to be paid upon the portion of this new 
or the capital raised by the issue of bonds and preferred stock. 
e em- The result is that the holders of the equity stock, who take 
lected the residuary risk in the undertaking, receive the benefit 
lustry of a higher rate of return upon their equity capital than 
¢ will that permitted by the regulatory authorities on the total 
n the capital invested. 

, illustrate how this works out, a concrete example can 
> an given. A public utility company is entitled to earn 
posi- 8% on its investment. The rate of growth of the electric 
—_ pd om light ets) is ee ed Age Agno 
itpu so that the new capital invested to provide for this growt 
te of is likewise entitled to earn at this ae. But inasmuch as 
1 has all or nearly all of the additional capital is or can be raised 





n all through the issuance of senior securities such as mortgage 


bonds at 5% or less and preferred stock of the operating 




















gain 
company at 6% or less, the difference between what is 
| of required to pay these charges and the 8% which the new 
pic’ property is permitted to earn accrues to the common equity. 
The In other words, for every $100 capital investment which 
and an electric light and power company now has, another 
y to $7.50 will be required the first year to take care of normal 
in expansion. The earnings permitted on this new capital 
in at 8% amounts to 60 cents annually. Assuming that 
ear 50% of the new capital is raised through first mort- 
rat gage bonds at 5% and the remaining 50% through 
ince preferred stock of the operating company at 6%, 
unt the total charges will amount to only 41.2 
lly, cents, so that the remaining 18.8 cents ac- 
>ars crues to the common equity without any 
de- additional investment on their part. De- 
ars, pending on the sustained rate of ex- 
am pansion, the common stock every 
on year will benefit in the foregoing 
ed- manner. 
Der If it is further assumed that 





for JUNE 27, 1931 


















ally. 

In buying a utility 
common stock, the investor naturally pays a premium for 
the future earnings potentialities contained in the equity 
of a steadily growing industry. A stock bought this year 
on a 7% earnings basis or 14.3 times the earnings, will in 
the following year show 7.33% earned on the original 
purchase price assuming that the common stock constitutes 
25% of the total capitalization, and to 7.44% if the com- 
mon stock constitutes only 10% of the total capitalization. 
The second year after the purchase, the earnings on the 
original price will amount to 7.67% and to 7.88% re- 
spectively; in the third year to 8% and 8.36% respec- 
tively; in the fourth year to 8.30% and 8.80% respec- 
tively; in the fifth year to 8.67% and 9.72% respectively; 
in the sixth year to 8.97% and 9.72% respectively; and 
so on. 

It is logical to assume that at some time in the future 
the rate of growth of the public utility companies will 
slow down and finally reach a static stage where further 
growth is relatively negligible. When this point is reached, 
earnings thereafter will have attained a stable level and 
the only return the stockholder can look for is the income 
derived through payment of dividends. The stability of 
earnings tends to minimize the risk involved in holding the 
stock, and this in turn will be expressed by a fairly high 
price earnings ratio, depending on the return available on 
capital at future periods. 

The potentialities for expansion on the part of the dif- 
ferent public utility companies depend very much on the 
character of their properties and of the territory in which 
they operate. The greater the potentiality for growth the 
greater is the premium the equity stock can command in 
price. 
Theoretically, because of the legal limitations as to the 
rate of return allowed on the investment, the apprecia- 
tion possibilities of public utility common stock lie 

almost solely in the premises outlined in the fore- 
going. Actually, however, a utility company may 
increase its earning power by other means. 

Through greater efficiencies and economies in 
operations, for instance, a larger portion of 
the gross earnings may be saved for the 
common stock. Moreover, even with 
present equipment, the electric power 

and light companies can achieve a 
much greater output than they do 

at the present time by distribut- 

(Please turn to page 340) 
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Public Utility Investment 
Suggestions 





Bonds 
1: FOR INCOME ONLY 3: FOR INCOME AND PROFIT 


. 
Operating Companies Operating Companies 
Yield to Yield to 
Price Maturity 


Price Maturity 
Public Service El. & Gas, Ist & Ref. 424s, 1970.105 4.25 | Long Island Lighting, Ist & Ref. 5s, 1955 105% = 4.59 
Texas Power & Light, Ist & Ref. 5s, 1956 101% 4.89 


Detroit Edison, Gen’l & Ref. “A” 5s, 1949 4.37 
Louisville Gas & EL, lst & Ref. “C” 4%s, 1961. .101 440 | Utah Lt. & Trac. 5s “A”, 1944 5.00 


Ohio Power, 4% “D,” 1956 4.42 S ‘ i 
Pacific Gas & El. Gen. & Ref. 5s, 1942 4.43 1945 103% 5.15 
Northern States Power (Minn.), 544s, 1940....102% 5.16 


Montana Power, Ist & Ref. 5s, 1943 4.45 : 
Brosklyn Edison, General, Se, 1949 4.50 Northern Ohio Tract. & Lt., Gen. & Ref. “— - 


Connecticut Ry. & Lighting, 4%s, 1951 4.57 Montreal Tramways, Gen. & Ref. 5s, 1955 “A”... 95 5.31 
Consol. Gas Co. of Balt., City Ist 5s, 1939....108 4.62 Wisconsin Pub. Serv., Ist Ln. & Ref. 6s, 1952. .107 546 
Se Rene Set 60 SP PP. ---- 4.68 | United Lt. & Power, Ist Cons. 6s, 1952 5.51 
Indianapolis Power & Lt. Ist 5s, 1957 4.73 Louisville Gas & El. Deb. “A” 6s. 1937 5.56 
ae io “s - - 5 re wo ed - Mountain States Pwr., 1st Ref. 6s, 1938 5.67 
Arkansas Pwr. oa ae ee : New Orleans Public Serv., Ist & Ref. 5s, Series 

Los Angeles Gas & El., 514s, 1949 5.10 A, 1952 0 5.81 
Central Georgia Power, 5s, 1938 5.17 | Brooklyn Manhattan Transit, 6s, 1968 5.90 
N. Y. Steam Corp., Ist 6s, 1947 5.20 Florida Power & Light, 5s, 1954 6.00 
Laclede Gas Light, Ist Coll. & Ref. 514s, 1953. .100 5.90 Interstate Power Ist 5s, 1957 6.30 
Seattle Lighting, Ref. 5s, 1949 5.50 
Duke Price Power, Ist 6s, 1966 5.72 193 11.80 
Ohio Public Service, 7s, 1947 y 5.85 





| 4: FOR INCOME AND PROFIT 
2: FOR INCOME ONLY | Holding Companies 
Holding Companies | 


Yield to 
Price Maturity 


’ Yieldto | Federal Lt. & Tract., Ist Ln., 5s, 1942 5.38 
Price Maturity | Southeastern Pr. & Lt. “A” 2025 
American Water Wks. & El., Coll. 5s, 1934....102% 4.08 | warrants) 5.75 
Amer. Tel. & Tel., Deb. 5s, 1960 4.48 American Water Wks. & El., Deb. 6s, 1975....1031%4 5.78 
North American Edison, Deb. 5s, 1957 4.80 Amer. Pr. & Lt., Deb. 6s, 2016 102 5.85 
Massachusetts Gas Co., 544s, 1946 ; 5.01 Lehigh Pr. Sec. Corp., Deb. 6s, 2026 ........102% 
American Gas & EL. 5s, 2028 5.11 Standard Gas & El. Co., Deb. 6s, 1951 96 
Columbia Gas & Elec., Deb. 5s, 1952 /y S27 United Lt. & Rwys. Deb. 514s, 1952 89 
Penn.-Ohio Edison, 542, “B” 1959 5.36 Assoc. G. & El. Conv. 5%s, 1977, 444s, 1949... 80 
Standard Gas & EL, 6s, 1935 5.73 Cities Service P. & Lt. 5's, 1952 73 
Continental Gas & El., Deb. 5s, 1958 6.42 Utilitics P. & Lt., Deb. 5%s, 1947 (| 
Middle West Util., 5s, 1933 7.02 International Hydro Elec. Conv. €s, 1944 70 








Preferred Stocks 


5: FOR INCOME ONLY Price Maturity 
Dayton Pwr. & Lt. 6% 110 5.41 

Yield to Los Angeles Gas & Electr’e 6% 108 5.48 
Price Maturity Mississippi River Power 6% 108 5.50 
Consolidated Gas of Balt. “A” 5% ; 4.86 Long Island Lighting 6% “B” 109 5.51 
Cleveland El. Illuminating 6% b 5.31 cg ES Oe Oe Seen Seer 28 5.56 
Consol. Gas of Baltimore “D” 6% 5.32 Southwestern Bell Telephone 7% ............ 120 5.79 


il 
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Operating Companies 












































5: FOR INCOME ONLY 


Operating Companies—( Continued ) 


Preferred Stocks 


Price Maturity 


Renticky Semmes (690s 6s oti sew ewesessdecand 101 
Southern California Edison 6%.............-. 27 
Avior: Water WES, O70 Dts. 350 desis. bes cece 101 
CAIBREN ROWER O00 8050s scisven3 Ws vals oeso 101 
New Jersey Pwr. & Bt. $6. oo. .ociecicescc sicces 100 
California Oregon Power 6% .............+4+: 99 
Syracuse Lighting 642% ........cccecsesesce 107 
Kinde Coumty Gt is 090" Scio o dials diese tine 115 
Ohio Bell Telephone 7% ..............0e005 115 
Rochester Gas & Electric “C” 6% ........... 98 
Metropolitan Edison “C” 6% ...........005: 97 
Ei Paso Biee; Co: (Dek) SA” 1%. 26 csc ccccsc 112 
HS ee CU, lee LR a Pe 111 
Ratiens as ce Glee. 196: oii oais sine ee-ewis sie sine 111 
TOLGA0 SEER OP TOO. Kye o since s60.000 06 08 110% 
Manmeastn Pewee BR. TW ess hed oe ee eee keae 110 
FAM DOE AIO ib oo enei aes iswesecceeteseed 110 
Birrngtinen FASC. 81s hoiinc cs ooo secieeese 110 
Commonwealth & Southern 6% ............ 94 
Northern States Power 7% ..........ssseeeee 106 
Pacific Power & Light 7% ...........0sc00e 104 
New Orleans Public Service 7%............++ 101 
Wisconsin Power Gt: 1% 6.08 skccssecsccese 101 





6: FOR INCOME ONLY 
Holding Companies 


Price Maturity 


United Gas Improvement $5 ...............- 103 
Public Service New Jersey 6% ............-. 116 
American Light & Traction 6%.............. 28 
INOTEn: -AGROrbeeMn Os. 95 5 56556: 50e.snisie soso sac 55 
American Gas'@ Hle0: $6 65.3615 oe sceiseaeis 109 
PRIA C OR IO IBD) Ko. cae soc so Kee see cseenins 54 


Electric Bond & Share 6% .........eseeeeees 104 











(Continued) 
Holding Companies—( Continued ) 
Yield to 
Price Maturity 
Yield to Columbia Gas & El. Corp. 6% ............065 102 5.87 
Buffalo, Niagara & Eastern $1.60.............. 2644 ~— 6.03 
5.88 American Pwr. & Light 6% ............0.00- 91 6.60 
oe Standard Gas & Electric $4 ...........0e0000: 60 6.67 
5.94 ys 
sa 7: FOR INCOME AND PROFIT 
6.07 Operating Companies 
6.08 Yield to 
6.09 Price Maturity 
6.18 Pennsylvania-Ohio Pwr. & Lt. 6% ........... 105 5.71 
6.18 Penn-Onioy Masson 6G: .. 95 s6:0.0.0.500005 50000008 104 5.77 
6.25 Potomimer Carson C60 5.55 4.05.50 00.635 ss ce te 100 6.00 
6.31 Indianapolis Power & Lt. 644% ..........++. 106 6.11 
631 Appalachian Electric Power 7% ..........++. 110 6.36 
6.33 Tennessee Electric Power Ist 7%............ 110 6.38 
6.35 Arkansas Power & Light 7%.............006. 109 6.42 
6.35 Central Illinois Public Service 6% ........... 92 6.53 
6.36 Brooklyn-Manhattan Transit $6 .............. 92 6.53 
6.38 Utan Power & Digne 19 ....cecivsasciecectac 107 6.54 
6.60 Olio Pablo Service 196: 4... .sed csese cceeee 107 6.54 
6.70 Wirginia Puce: Gort. 090) si sds isis ase cteaas 106 6.60 
6.93 Electric Power & Light $6 .................. 90 6.77 
6.93 — 
8: FOR INCOME AND PROFIT 
Holding Companies 
Yield to 
Yield to Price Maturity 
Wisin OUNLUGS Scio sees aha wes Casieskina Senne 50 6.00 
4.85 National’ Power Gols. $6 2. .066660ccccs cave 100 6.00 
5.17 asic. (Gaarie PRbee 65 60a s bie o5:d Salve ov ee caees 78 6.42 
5.36 Engineers Public Service 544% w.w........... 85 6.47 
5.46 Commonwealth & Southern 6% .............. 92 6.53 
5.50 United Light & Power Conv. 6% ............ 90 6.66 
5.56 Utilities Power & Light 7% .............0.6. 90 TAT 
5.77 Cities Service Power & Light 7%............ 85 8.22 





Dividend 

Price Dollars 

Cons. Gas El. Lt. & P. of Balt.... 84 3.60 
Consolidated Gas ..:.......000008 92 4.00 
Pacific Gas & Electric ........... 43 2.00 
Southern California Edison ...... 42 2.00 
Brooklyn Union Gas ............- 105 5.00 
Amer. Teli Ge@ed, scicais oeeincds 170 9.00 
Pacific: WAputne 6. oeatkl sew sae ess 53 3.00 
Louisville Gas & El. ............ 27 1.75 
International Tel. & Tel. ........ 27 2.00 


*Investments in utility common stocks should be made with 
the thought that as a group they still maintain the highest 


9: OPERATING COMPANIES 


Yield 
% 


4,28 
4.35 
4.65 
4.76 
4.76 
5.28 
5.66 
6.48 
7Al 








Stocks™ 


10: HOLDING COMPANIES 


Price 
Electric Power & Light’ ........ 36 
Niagara Hudson Power ......... 10 
National Power & Light ......... 25 
Public Service of N. J. .......... 80 
United Gas Improvement ........ 28 
Standard Gas & Electric ........ 62 
Electric Bond & Share .......... 36 
Amer. Pwr. & Light ............ 36 
Middlewest Utilities ............. 17 
Worth: Aniericaty (0a ieiest 63 


ratio of prices to earnings. 


1.00 
0.40 
1.00 
3.40 
120 
3.50 
6% 
144% 
8% 
10% 


Dividend 
Dollars 





Yield 
% 


2.78 
4.00 
4.00 
4,25 
4,28 
5.64 
stock 6.00 
stock 6.78 
stock 8.00 
stock 10.00 


It is therefore the wisest policy 
to accumulate only in periods of general market weakness. 
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The Business of Giving 
Wings to Words 


(Continued from page 335) 








even as it stands today. But with the 
development of facsimile transmission 
and the prospects of making television 
practical the future takes on an ever- 
rosier appearance. Already it is pos- 
sible to send facsimile handwriting, 
signature, typewritten messages, greet- 
ing cards, fashion sketches, photographs 
and other items. During the past two 
years television, though still experimen- 
‘tal, has made sufficient progress to war- 
rant substantial optimism regarding the 
future of the companies engaged in this 
pioneer work. No doubt when it is 
placed before the public more uses will 
be found for it than are now apparent. 

To date radio, like the other units of 
the communication industry, has not 
been unduly restricted by Federal or 
State regulation. The previously men- 
tioned White Act is the only law about 
which there has been any extended 
criticism. Even that law has not done 
the damage, or retarded progress to the 
extent predicted by many. 

In closing it is well to emphasize that 
this business depression has taught us 
that though communications are a pub- 
lic utility, vital and necessary, still their 
earnings are affected almost as much as 
other industries. 

“Acceleration, rather than structural 
change, is the key to an understanding 
of our recent economic progress,” was 
the verdict rendered by President 
Hoover's Committee on Recent Eco- 
nomic Changes. Thus, unwittingly, 
was the future of communications in- 
dicated. 








What Are Public Utility Com- 
mon Stocks Worth? 
(Continued from page 337) 








ing the load more evenly. The com- 
bined load factor for all types of elec- 
tric business is 2stimated at only 36%, 
that is to say, electric production equip- 
ment is used only 36% of maximum 
capacity at the present time. Produc- 
tion capacity, of course, is designed to 
take care of the peak load some time 
during the day and because of the large 
discrepancy between the peak and the 
average load, a consijerable part of the 
capacity is idle during a large part of 
the time. A more even distribution in 
the aggregate demand for current will 
permit a great increase in output with- 
out additional investment in new 
facilities. 
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Theoretically, savings effected by the 
utility company should be passed on to 
the consumers through lower rates. Ac- 
tually a large part is thus passed on, 
but part of it also has accrued to the 
benefit of the company and the stock- 
holders. In all fairness, it is proper 
that management economies should be 
shared by both the customers and the 
stockholders. 

In considering the value of utility 
equities one important recent develop- 
ment cannot be ignored and that is the 
shrinkage which has taken place in 
property values. The costs of metals, 
materials, labor and equipment have 
fallen, indeed to the extent where prop- 
erty values show a decline in the 
last two years of 30% upon the basis 
of replacement costs under present con- 
ditions. The effects of this are mitigated 
by the replacements necessary to the 
existing plants of the companies under 
the maintenance, depreciation, and re- 
newal policies and by the addition of 
more equipment to take care of in- 
creasing business, all of which prop- 
erty can be provided for at the lower 
levels of value. 








Natural Gas Consolidates Its 
Gains 
(Continued from page 320) 








now supplying natural gas to Wash- 
ington, D. C., and is negotiating to 
supply Baltimore, Md., Trenton and 
Paterson, N. J., and other important 
centers of population in the industrial 
East. 

With portions of the East now be- 
ing supplied with the natural fuel, the 
largest single remaining market is Chi- 
cago, and that city will be supplied 
with the fuel before the Fall of the 
present year. The pipe line to supply 
the requirements of Chicago is being 
built by the Natural Gas Co. of 
America, and will have a daily capacity 
of approximately 175,000,000 cubic 
feet of natural gas per day. This line, 
which is about 975 miles long, is owned 
by the Insull interests, Cities Service 
Co., Standard Oil Co. of N. J., Texas 
Corp. and others. Upon completion 
the line will have a total cost of up- 
wards of $75,000,000 and will extend 
from the Amarillo field in Texas across 
portions of the states of Texas, Okla- 
homa, Kansas, Nebraska, Iowa and 
Illinois. 


The third giant carrier to be pro- 
jected by strong public utility interests 
from the gas fields of the Southwest to 
distant markets is the line of the 
Northern Natural Gas Co. This line 
will extend from the Hugoton field in 
Kansas across Kansas, Nebraska and 
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Iowa and will be extended to Minne 
apolis and St. Paul at some future date, 
This line will purchase large amo 

of gas in the Hugoton field for distrib 
tion, principally to domestic consumers, 
in the territory traversed. The market! 
for the gas from this line should be 
especially good one as Nebraska is ene 
tirely without deposits of coal or oil,” 
The line will have a total capacity of 
approximately 180,000,000 cubic feet: 
of gas per day and a length of about @ 
800 miles. The line, which will be] 


placed in large scale operation during ~ 
the early part of July, is controlled by © 
strong public utility interests, including © 
North American Light & Power Co, | 
United Light & Power Co., and Lone 
Star Gas Corp. 7 


Half a Billion Feet a Day 4 


While there are many thousands of © 
miles of natural gas pipe lines now in © 
operation and the underground web of © 
steel increases daily, the three lines 7 


_described more fully above have by the ~ 


very vastness of their conception at- 7 
tracted the most widespread attention. 7 
The total capacity of these three lines 7 
extending from the two principal | 
natural gas fields in the United States 7 
will be approximateiy 500,000,000 % 
cubic feet of gas per day, which on the ~ 
basis of heat content is the equivalent ~ 
of about 850 carloads of coal per day. 
Thus the natural gas industry, the ~ 
youngest giant of the public utility © 
field, provided with strong manage- — 
ment by established public utility com: 7 
panies and possessed of gas reserves ~ 
sufficient for generations, is reaching 


out to take the place where it right 


fully belongs. 








A Thirty-Billion 
Dollar. Market 
(Continued from page 323) 








refrigeration. It is a distinct possibility 7 
and one that is aglow with promise, = 
thanks to the rapid extension into | 
farming territory that is now being = 
made by the larger utility corporations. ~ 

At the present time, over two hun | 
dred chores on the farm may be done = 
with electrically driven equipment. Ten © 
cents worth of electric current will 7 
churn forty pounds of butter, separate 7 
2,800 pounds of milk and cream, ~ 
sharpen twelve axes, pump four days | 
supply of water and do four large | 
family washings. — 

So runs the story of the electrical 7 
age and its very brief and as yet un | 
exploited beginning. Today it offers © 
the United States, which incidentally q 
is its greatest market, a promise that ~ 
will bring greater luxury to the greatest = 
possible number of people. 1 
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Cobwebs do not gather on Bell 
telephone plant. Obsolescence 
is anticipated, replacements and 
improvements are continuous. 

This means that facilities are 
kept adequate to subscribers’ 
needs. And it means a good deal 
more. 

New and better apparatus re- 
sults in better service, which is 
itself a direct cause of increased 
telephone use. During the past 
three years the average time for 
completing a long-distance con- 


nection has been cut more than 
half — and the use of long dis- 
tance has grown more than forty 
per cent. 

The Bell System aims to serve 
all the people all the time. Its 
management is alert to conserve 
existing telephone revenues and 
to develop new. It has therefore 
been able to pay regular, reason- 
able dividends without interrup- 
tion for half a century. 

May we send you a copy of our 
booklet, ‘“Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CoO. Ix. 


195 Broadway, New York City 














100 Share or Odd Lots 


Your orders, whether large or small, 
receive the same careful attention— 
always...Consult our Statistical De- 
partment freely on investment matters. 


Write Dept. MG-8 


(isHoLm & (HAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 
52 Broadway New York 


























ODD LOTS 


In listed securities carried on 
conservative margin 


Your Inquiries Invited 


Dunsrombe & Co. 


Members New York Stock Exchange 
60 Broad St. New York 

















THE BACHE REVIEW 


Facts and Opinions Condensed 


Readers of the Review are in- 
vited to avail themselves of 
our facilities for information 
and advice on stocks and 
bonds, and their inquiries will 
receive our careful attention, 
without obligation to the cor- 
respondent. In writing plea-e 
mention The Bache Review 


Sent for three months, without charge 


J.S. BACHE & Co. 


Members New York Stock Exchange 
42 Broadway New York 








WNE 27, 1931 


% 


341 




















Utilities Power 


& Light Corp. 
Class A 


Review sent 


upon request 


Morrison &Jownsend 


Established 1902 
Members New York Stock Exchange 


120 Broadway, New York 
Uptown Office 
509 Madison Ave. 

Detroit Newport, R. I. 
"Teednnen, Conn. Southampton 
London Office: 

64 Bishopsgate. E. C. 2 














| BABCOcK, RUSHTON 


& COMPANY 


Established 1895 





MEMBERS 


New York Stock Exchange 
Chicago Stock Exchange 
Chicago Board of Trade 


Chicago Curb Exchange Association 


New York Curb (Associate) 


INFORMATION 
ON 
STOCKS OR BONDS 


NEW YORK 
50 Broadway 
Telephone: Digby 4-3180 


CHICAGO 
187 South La Salle St. 
333 North Michigan Ave. 
Telephone: Central 8900 
DES MOINES 
Fleming Bidg. 
Telephone: 4-5121 


We wili Mail Our Weekly Letter to 
Interested Parties 






































UTILITY 
SECURITIES 
COMPANY 


230 So. La Salle St., CHICAGO 
New York St.Louis Milwaukee 


Louisville Indianapolis Richmond 
Minneapolis San Francisco Detroit 
leveland Kansas City Los Angeles 

Des Moines Tulsa 











342 


New York Stock Exchange 


RAILS 
























1929 1980 1931 Last 
—_—_—— =~ a A Sale 
A High Low High Low High Low 6/17/81 
Atchison . 2 SA 298% 195% 242% 168 208% 132% 153% 
eenek oh ekeeasneteees 104% 99 108% 100 108% 100% 104% 
ait’ Ginsk SD Sete baadweisees 209% 161 175% 95% 120 78 T89% 
B 
Baltimore & Ohio ............... 145% 105 122% 55% 87% 431% 54 
Bangor & Aroostook ............ 90% 55 841% 50% 66%, 47 T54 
ee Transit .... 81% 40 18% 55% 69% 53% 61% 
5 a acne 925% 16% 98% 83 94% 85% +91% 
Cc 
Canadian Pacific ..... Shaasesbawh 265% 185 52% 35% 45% 24% 25% 
Chesapeake & Ohio ............- 279% 160 51% 82% 461% 7 351, 
OO, M. & St. Paul & Pacific...... 44% 16 26% 4% 8% 3% 5 
_s. _ MSS Rae 6854 28% 461% 1% 15% 4% 8% 
Chicago & Northwestern....... - 108% 15 89% 28% 45% 25 T87% 
Chicago, Rock Is. & Pacific... - 148% 101 125% 45% 65% 22% 34 
D 
Delaware & Hudson ........... 226 141% 181 130% 157% 107% 121 
Delaware, Lack. & Western..... 169% 120% 153 69% 102 45% T53 
is a bbs 89 4h ope 0d400 050: 98% 41% 63% 22% 39%, 138% 19% 
— Ist Pfd. 661% 55% 67% 27 45% 25 729 
G 
Great Northern Pfd. .......... 128% 85% 102 51 69% 434%, 52 
zH 
Hudson & Manhattan............ 58% 34% 53% 34% 44% 33% +36 
I 
MN CRIN i occ cewicicsccscs 153% 116 186% 65% 89 41% 45 
Interborough Rapid Transit...... 58% 15 39% 20% 34 19% 25 
EK 
Kansas City Southern........... 108% 60 85% 34 45 25 +30 
TE Sones aeSb W450 care. 00 10%, 63 70 53 64 40 46 
L 
OG Renee 102% 65 84% 40 61 37% 40 
Louisville & Nashville ......... 154% 110 138% 84 111 61% +68 
es Kansas & Texas............ 65% 27% 66% 14% 26% 9% 144, 
Gf dedghsbakeeesnceeseee 107% 93% 108% 85 89%, 54% 
Missouri A 101% 46 9814 20% 42%, 14 19% 
Teac skbheekss bes vse 149 105 145% 79 107 50 T57% 
New York Centra! Pe PN ee 256% 160 192% 105% 182% 71% 86 
N. Y¥., Chic. & St. Louis........ 192% 110 44 73 88 40 451% 
NW. Y., M. Me & Martferd........ 132% 80% 128% 67% 94% 68 74 
Norfolk & Western ............. 290 191 265 181% 217 1389 164 
Northern Pacific ............ 118% 15% 97 42% 60% 30% 39% 
P 
EOP PTET TETETE TT 110 12% 86% 63 64 42% 48% 
Pere Marquette ............++.. 260 140 164% 16% 85 28 +29 
Pittsburgh & W, Va........... 148% .90 121% 48% 86 49% +40 
R 
PE cc cwdctosenccweccece. soe 147% 101% 141% 73 97% 60% +68 
Do ist a eet Sr) 50 41% 50% 44y, 46 37 +43 
8 : 
St. Louis-San Fran. ............ 183% 101 118% 3934 62% 9 18 
St. Louis-Southwestern 115% 50 16% 18 33% 7 16% 
Seaboard Air Lines .... 21% 9% 12% 1% % % 
Southern Pacific ............... 157% 105 127 88 109% 7% 80% 
Southern Railway .............. 162% 10" 186% 461% 657% 32% 
7 Pacific Peer eee Te TT ETT % 200 242% 166% 205% 187 157 
BE. Sad Send ccdabsecncewes 85% 80 88% 8214 87 83% 85% 
WwW 
PN Labsavabses ssh ee8¥ 06o00 81% 40 67 114% 26 8 12 
OS Se eres 104% 82 89% 89 51 19 3 
Western saapinnd Ce 54 10 36 10 19% 9 11% 
DO DOR BEE. wcccvccrcacccoee. 53% 14% 38 11% ; 9% T11% 
Western Paoli Se cacaebnhbanone 41% 15 30% 1% 14% 4 +6 
i HE - babeCakess¥ensdows. eos 67% 37% 53% 23 31% 10% T15% 
1929 1930 1931 Last 
A ‘ A eee oe om A» ‘ Sale 
A High Low High Low High Tow 6/17/81 
ee er 34 20 37% 14% 238% 11% 118% 
Air Reductions, Inc. 223% 77 156% 87% 109% 10% 7% 
Allegheny Corp. ..... 56% 17 85% 5% 12% 4\% 5% 
Allied Chemical & Dye 354% 197 343 170% 182% 102% 116% 
Allis Chalmers Mfg. . 75% 35% 81% 42%, 18% 23% 
Amer. Brake Shoe * Fdy 62 40% 545% 30 38 25% +28 
American Can . 184% 86 156% 104% 129% 92% 102 
Amer. Car & Fay. 106% 15 82% 24, 38% 4 17% 
Amer. & Foreign Powe’ 199% 60 101% 25 51% 21% 26 
American Ice ........... 54 29 41% 241% 31% 18% 21% 
Amer. International Gop 96% 29% 55% 16 26 9% 12% 
Amer. Mchy, & F 279% 142 45 29% 43% 28 31 
Amer. Power & Light. 175% 64% 119% 86% 4% 30% 35% 
Amer. Radiator & 8. 8.. 55% 28 39% 15 21% 11% 12% 
Amer. Rolling Mill ........ 1445, 60 100% 28 37% 15% 17% 
Amer. Smelting & Refining 180% 62 19% 37% 58% 24% 28% 
Amer. Steel Foundries .. 19% 35% 5214 23% 81% 11% 15% 
American Stores ...... 40 55% Y% 48% 87 40% 
Amer. Sugar Refining . 94%, 56 69% 39 60 42 +48 
Amer. Tel & Tel........ 310% 198% 274% 170% 201% 156% 169% 
Amer. Tobacco Com......... 232% 160 127 984% 128% 98% 107% 
Amer. Water Works & Elec. 199 50 124% 475% 80% 40% 45 
Anaconda Copper Mining.. 140 67% 81% 25 Y% 18% 81% 
Arnold-Constable Corp. ......... 40% 6% 18% 8% ™ 3% t5 4 
Assoc. Dry Goods ............-- 70% 25 50% 19 29% 16% +19% 
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Price Range of Active Stocks 
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1929 1930 

A High Low High Low 
Atlantic, Gulf & W. I. 8.8. Line 86% 82% 80% 33 
Atlantic Refining .............-. 11% 30 51% 16% 
Auburn Auto .....-scecereeeeees 514 120 263% 60% 

B 
Baldwin Loco. Works........-..- 66% 15 838 19% 
Barnsdall Corp. Ol. A..........- 49% 20 84 85% 
Beech Nut Packing ............ 101 45 10% 46%, 
Bendix Aviation ......+.....+.. ne = H's 14% 
Best & CO. ...ceseeeeececccvers hy 
Sachem oud eS pes ee ts ae a ae 
Bohn Aluminum ..........++++.- lh, 

Borden Company .....--eeeee.- ee 100% 53 90% 60% 
Borg-Warner .......eeeeeeeoneree est et me 12% 
SE Se ree ee 8 1 
Baugh ~— eee is 9 won a 

Byers 0. , er 
Cc 
(alifornia Packing ............ 84% 68% 17% 41y% 
Calumet & Arizona Mining...... 186% 18% 89% 285% 
sown nae Cre pos] = oe suit 
a Dry Ginger Ale.......... Ya 
SE Ae een Sea ore 467 180 36234 8314 
Caterpillar Tractor ............. 61 50% 19% 22 
Cerro de Pasco Copper........ ‘ = eit ie = 
Chesapeake Corp. ....+...+eeeee- 82 A 
MERE HEID,  b:00 44balouipoe Soaps e 0's o0 15% 44y, 675% 22% 
Chrysler 4 PS ae ere a B 191% 14% 
IR SOD, Satie vss 05055 0% 5s 15 1 138% 
Colgate-Palmolive-Peet .......... 90 40 4% 44 
Colorado Fuel & Iron............ 18% 27% 77 18% 
Columbian — ris ewuios in <i Fo 105 199 65% 
Colum, Gas Mea cceeaprecsice 52 87 30% 
Commercial Credit .............. 625, 18 40% 15% 
Commercial Solvent ............- 63 20% 38 14 
Commonwealth Southern ........ 24% 10 201% 1% 
Consolidated Gas of N. Y....... 183% 80% 136% 18% 
Continental Baking Cl. A.. ... 90 25% 521% 16% 
Continental Can, Inc............. 92 40% 11% 48% 
gene Oil sete wae we se's's sae 48 301% 1% 
Corn Products Refining.......... 26 70 111% 65 
Crucible Steel of Amer.......... 121% 71 98% 50% 
Onlahy Packing. ......0sscces..- 67% 86 48 38% 
Ces PODMEMIRE 04.0 00c6eccess 182 100 126% 85 
Curtiss Wright, Common......... Wy 6% 14% 1% 
Cutis Wright, Bi... ...ceses.- 37% 18% 19% 3 
a Chemical . os on 10 
DB. cssene du 87 57% 
Du Pont de Nemou 80 145% 801% 
E 
Eastman Kodak Co.......+.++... 26434 150 255% 142% 
Eaton Axle & Spring ........... 16%, 18 87% 11% 
BNO BUCO THOS on ccc vccses css 174 50 114% 33 
Elec, Power & Light............ 865% 29% 108% 84% 
Elec, Storage Battery........... 104% 55 19% 471 
Endicott-Johnson Corp, ....++..- 83% 49% 59% 86% 
F 
Firestone Tire & Rubber........ 87 24% 33% 15% 
First National Stores ........... 90 44% 61% 38% 
Foster Wheeler ...5.cccccccssess 95 33 104% 87% 
= song a a. Oe res = 19% 57% 16% 
eopert Texas Od. ...ccisiecse » 54% 23%, 55% 24% 
@ 2 
General Amer. Tank Car........ 123% 15 111% 538% 
General Asphalt ........ o> 42y, 11% 22% 
General Electric . 43 168% 95% 41% 
eae —_ ‘ 81% 35 61% 443% 
mera, Rtas 89 50 59} 40 
General Motors Corp ose 83% baie sie 
General Railway Signal 126% 70 106% 56 
General Refractories .. 88% 50 90 89 
a. ys Razor = 80 106% 18 
ust Corp...... 314 477 29 
Geodrich Co. (B. F.) .. ‘es Ae 38i¢ Bit 15% 
Goodyear Tire & Rubber......... 154% 60 96% 35% 
Granby Consol. Min., Smelt, & Pr. 102% 46y, 69% 12 
ey ame nuecebsneteeteioe >: 82% 9% 20% 10 
es 1 
Gulf States Steel eee eee : rH =" HY 
xz 
Houston Oil of Texas .......... 26 116% 29% 
Hudson Motor Oar ........2+...- 92% 38 62% 18 
Hupp Motor Car ............0+:. 82 18 265% ™% 
Inland Gteol ......:2.ccccenesss 118 7 98 58 
Inter. Business Machines ....... 255 109 197% 181 
Miter, Cement ....33.00.ci003s0: 102% 48 15% 49% 
og MGUVORUOE Bi csc ceschbees 142 65 115% 45% 
rm 4 ae es 102% 47 92 52% 
= i MONG. .0s Ba capac teea~ 2 12% 25 44%, 12% 
Boma Me Woes nae cceeaes 149% 58 11% 17% 
os DR eee oo ee 8414 45 6614 
Jehns-Manvillo ...............-. 242%, 90 148% 48% 
Ez 
Kennecott Copper 104% 49% 623% 
TY ee Ya 
Kresge Co, (8, 8) ......0..000- 57% 28 36% 26% 
Kreuger & Toll ............. 6 
Krone rot gt astestet teens 46% 22% 35% 20% 
ger Grocery & Baking........ 122% 38% 48% 17% 
80% 118 10% 
28 36 21 
80% 114% 18% 
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1931 
High Low 
39 17 
23% 11% 
295% 101% 
27% 9% 
14% 5% 
44, 
3% 14% 
46% 31% 
0% 38% 
40% 20% 
16% 47 
30% 14% 
22% 8% 
32%, 19% 
% 23% 
53 20% 
43% 28% 
11% 5 
485% 29% 
181% 59% 
52% 21% 
30% 14 
54% 27% 
33% 17% 
25% 12% 
170 133 
50% 40 
15% 9% 
111% 55 
45% 20% 
23% 13 
21% 10% 
12 6% 
109% 82% 
30 9% 
62% 40% 
12 5 
86% 55% 
63 30% 
48% 35% 
100 69 
5% 2% 
8% 3 
23 9% 
18% 61% 
107 11 
185% 118 
21% 9% 
74% 34% 
60% 30% 
68 49% 
41 
21% #18 
55 41 
64% 21% 
38% 11% 
43% 22 
18% 52% 
a7 15% 
54% 30 
56 43 
50 36 
48 31% 
84% 46% 
57% 29 
38% 21% 
42% 21 
20% 8% 
52% 305% 
% 10 
18% 10% 
11% 1% 
37% 10% 
68% 27 
26 11 
18% 5% 
71 39% 
179% 117 
621% 27% 
60%, = - 88% 
73% 50 
%  % 
38% 18% 
57% 36% 
80% 405% 
31% 14% 
25 
27% 17% 
35% 18 
87% 56 
84% 2256 
91% 60% 
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FINAL lines in a great chapter of Financial 
History. Perhaps already the beginning of 
a new. 


NEW problems in security selling. Time 
for courage and imagination. 
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through its systematized Training for Se- 
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Security Salesmanship—The Profession— 
our free booklet, will perhaps give you a 
much needed new viewpoint. Send for this 
booklet A262 today. 


Babson 


Babson Park, 
(Extension Division) Mass. 
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Liquid Carbonic . 

Loew’s, Inc. 

Loose-Wiles Biscuit 
d 


Mack Truck, Inc. 
Macy (R. H.) 
Magma Copper 
Marine Midland 
Mathieson Alkali 
May Dept, Stores : 
McKeesport Tin Plate 
Mont. Ward & Co. 


N 


Nash Motor Co. 
National Biscuit 

National Cash Register A 
National Dairy Prod 
National Lead 

National Power & Light 
North American Co. 


° 


Otis Elevator 
Otis Steel 


Pacific Gas & Electric........ : 


Pacific Lighting 
Packard Motor Car 
Paramount Publix 
Penney (J. C.) 
Phillips Petroleum 
Prairie Oil & Gas 
Prairie Pipe Line 
Procter & Gamble 
Public Service of N. J. . 
Pullman, Inc. : 
Pure Oil 
Purity Bakeries ... 
BR 


Radio Corp. of America 
Radio-Keith-Orpheum 
Remington-Rand 
Republic Steel 


Reynolds (R. J.) Tob. Cl. B..... 


Royal Dutch 


Safeway Stores 

Sears, Roebuck & Co 
Shell Union Oil 
Simmons Co. 

Sinclair Consol. Oil Corp 
Skelly Oil Corp. 

So. Cal, Edison 
Standard Brands 
Standard Gas & Elec. Co 
Standard Oil of Calif 
Standard Oil of N. J 
Standard Oil of N. ¥ 


Stewart-Warner Speedometer .... 


Stone & Webster 
Studebaker Corp. 


Texas Corp. 
Texas Gulf Sulphur 
Tide Water Assoc. Oil 
Timken Roller Bearing 
° Uv 
Underwood-Elliott-Fisher 
Union Carbide & Carbon 
United Aircraft & Trans 


Vv 


Vanadium Corp. 
Ww 


Warner Brothers Pictures 
Western Union Tel. 
Westinghouse Air Brake 
Westinghouse Elec. & Mfg 
White Motor 
Woolworth Co, (F. W.) 
Worthington Pump & Mach 
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Youngstown Sheet & Tube 
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. . . for the long pull? . . . for the near term? 


In a book published by this organization, entitled 
“Looking Ahead with Common Stocks,"’ written 
by a member of our Investment Staff, we have 
taken the position that the long-term outlook for 
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Utility and Natural Gas stocks is one of con- 
siderable promise. 


In fact, we go so far as to predict that utilities will probably lead the 
next bull market. They occupy a position similar to that of the railroads 
at the turn of the last century. 


We feel that the most money will be made over the next twelve months 
by those who take advantage of the major swings of stock prices. There 
may even be a “‘bull cycle’... but anything resembling the bull 
market of 1924-29 seems unlikely at present. ! 


The safest and most profitable stocks in which to operate for the major 
swings are the stocks which enjoy a broad market. Because of their popu- 
larity, utility stocks enjoy a good market and should be the most logical 
group in which to operate for the major swings. 

Conceding that the long pull outlook for utilities 1s favorable at present, 
the important question now is: What is the outlook from week to 
week? . . . month to month? . . . and for the next year or two? 


“Market Action,’’ our weekly bulletin of price trends, will keep you 
informed. In each issue we invariably review three or more utilities. 
Definite advice is given (when conditions permit) when to BUY and 
SELL for the major swing. 


The coupon will bring ‘‘Market Action”’ for the next three weeks, with- 
out cost or obligation. You can determine its accuracy for yourself. 
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“While there are many reasons for concluding that 
utilities should lead the next bull market, not ell ef 
them are attractive, and discromenation must be exer- 
cised in their selection. Some have top-heavy capital 
structures; some have expanded too rapidly; others 
have paid excessive prices for acauired properties.” 
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Do you own 


these or other utility stocks which are ana- 
lyzed from time to time in “Market Action’’? 








American & Foreign Power 
American Water Works 
Consolidated Gas 

Electric Power & Light 
North American 

Public Service of N. J. 
Standard Gas & Electric 
Stone & Webster 

United Corporation 

United Gas & Improvement 
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Too Much Oil 
(Continued from page 285) 








already has begun a program of tanker 
acquisition. Sale prices of Russian oil 
as a rule are well under world prices, 
the cut usually being from 10 to 15 
per cent. A graphic indication of the 
manner in which distribution of Rus- 
sian oil has shifted since 1913 is pro- 
vided in an accompanying table. 

Second in interest only to Russia, 
and directly related to Russian com- 
petition, is the unique struggle being 
waged for control of the French oil 
market, which consumes approximately 
35,000,000 barrels of oil a year. The 
object of various leading American and 
British oil companies is simply to sell 
oil profitably in this market. The ob- 
ject of the French Government, on the 
other hand, is strongly nationalistic, 
resting upon the urge of France, which 
has virtually no domestic oil produc- 
tion, to guarantee herself an adequate 
supply, having in mind any national 
emergency, such as war. 

The French oil program follows two 
distinct lines, although the goal of both 
is that of security of supply. Through 
an ingenious system of licenses and 
preferential duties, the importation of 
gasoline and other refined products is 
effectively discouraged and the impor- 
tation of crude oil for refining within 
France is definitely encouraged, the li- 
censed foreign companies being forced 
to erect French refineries. They also 
have to guarantee to keep on hand at 
all times a supply of oil equal to 25 


per cent of their annual authorized im- 
ports. The French regulations by no 
means eliminate distributing competi- 
tion, for the licenses granted exceed by 
a certain margin the French annual 
consuming requirements and this mar- 


gin is expected to be widened some- 
what further in the future. 

The second line of action in the 
nationalistic French oil program is 
strikingly exemplified by the conflict of 
interests involved in the projected ex- 
ploitation of the Mosul oil fields in 
Irak. This region was a center of ex- 
panding German influence prior to the 
war and German ambitions there, in- 
cluding the proposed extension of the 
famous Bagdad railroad, constituted 
one of the veiled factors precipitating 
the war. One of the results of the 
war for Germany was the loss of 
Mosul. After considerable dispute, 
the Mosul oil fields, which France de- 
sired exclusively, came into possession 
of a rather odd partnership, composed 
of a French company, in which the 
French Government has direct partici- 
pation; British interests, through the 
Anglo-Persian Oil Co. and the Royal 
Dutch-Shell group; and American in- 
terests, through the Near East Develop- 
ment Co. 

It need hardly be said that, due to 
French nationalistic aims, the interests 
of the several partners in this field are 
not uniform. France, determined to 
assure herself of a French supply of 
oil, desires to exploit the Mosul area, 
whose deposits are important in them- 
selves, and doubly so if forced upon a 
market already saturated. Under pres- 
ent conditions the exploitation of 
Mosul oil would inevitably be unprof- 
itable, which is why the British and: 
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American interests oppose it. That 
France is willing to develop this proj- 
ect at a loss is sufficient indication that 
her oil program, like that of Russia, 
is not founded strictly upon economics 
and hence constitutes a problem of 
especial difficulty for the industry. 
The technique of the French game is 
simple, consisting of the ancient de- 
vice of playing both ends against the 
middle, the middle consisting of the 
American and British interests compet: 
ing for the French market. France 
merely confronts them with the alter 
native of more Mosul oil or more Rus. 
sian oil. Russia’s trump in this game 
is simply an abundance of oil readily 
available to the French market through 
the Mediterranean. The reasons why 
Russia is willing to sell it at low prices 
have been outlined above, but in sell- 
ing oil to France there is another, spe- 
cial reason. This is the country the 
Soviets fear above all others, because of 
its powerful army. The specter of a 
capitalistic war of aggression or an eco- 
nomic boycott, both led by France, is 
a real one in Russia. One of the chief 
aims of Soviet diplomacy is to prevent 
this. Accordingly, Russia is willing to 
“play ball” with France. Indeed, she 
is at the present writing attempting to 
negotiate Franco-Russian agreements of 
non-aggression, both military and eco 
nomic. 

So well has France played her cards 
that it seems certain Mosul oil will 
soon add to the industry’s complica: 
tions. It has recently been agreed that 
a 500-mile pipe line will be built from 
the Mosul fields to a point in Irak near 
the border of Syria, which is under 
French mandate. Thence a French 
branch will run to Tripoli and a Brit- 
ish branch to Haifa in Palestine, which 
is under British mandate. The cost of 
this project is estimated at fully 50 
million dollars. In connection with it 
the British will. run a railroad along 
the pipe line, with a branch off to 
Bagdad. Thus, years after the war, 
this historic railway will be completed 
by Britain, rather than Germany. 

Despite the far-flung nature of the 
British Empire, only 1.59 per cent of 
the world’s oil production lies within 
its borders, but through British com- 
mercial penetration in other countries 
control of a total of 17 per cent of 
world oil production is held. Great 
Britain’s assurance of having an ade- 
quate oil supply at all times rests 
largely upon her vast and effective 
navy. It is of interest to note that the 
past year has been featured by a closer 
consolidation of interests of the two 
chief British oil units, Anglo-Persian 
and Royal Dutch-Shell. 

Bereft of her colonies, Germany does 
not loom large in the world oil picture, 
although the North German fields are 
now found to contain considerably 
more oil than was estimated a few 
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ago. Royal Dutch-Shell has re- 
cently entered into an agreement for 
exploitation of this area. The other 
chief world powers, Italy and Japan, 
are virtually without domestic oil sup- 
ply and hence remain dependent upon 
imports, a fact which obviously gives 
both of these nations a vital induce- 
ment to maintain strong navies. 

The above outline of the world’s 
present oil map is necessarily brief. It 
is suficient, however, to show that, 
frst, the industry is threatened with 
ruinous overproduction, both existing 
and potential; and, second, that, in 
addition to the obstacles of regulation 
inherent in the natural character of 
oil, any program of artificially control- 
ling production is rendered difficult, if 
not impossible, by the unique, individ- 
ualistic policies of Russia and France. 
The result is that a tremendous por- 
tion of the foreign market seems to be 
beyond the influence of otherwise pos- 
sible cooperation between the leading 
American and British interests. 


What, then, can be done for the 
American oil industry? Must it, like 
the American wheat farmer, content 
itself with a domestic market? It is 
certain that it will not do so without 
a bitter fight, for, whatever the diffi- 
culties, the financial resources of the 
American oil companies are without 
equal in the industry. A limited pro- 
ration, despite legal obstacles, is clearly 
possible in theory and hence practical 
means of employing it may of necessity 
be worked out, even if entirely on an 
intrastate basis in this country. Pro- 
ration in the chief South American 
fields also is possible, due to the large 
measure of control held by a relatively 
small number of large American and 
British companies. Indeed, the four 
largest American importers of South 
American crude are at present restrict- 
ing their imports, a move sponsored 
by the Hoover Administration. This 
plan is conditioned, however, upon ef- 
fective domestic proration and, with 
Texas continuing to spout oil far above 
the designated proration limits, prob- 
_ will not be extended beyond June 


In this connection it is necessary 
to touch briefly upon the obvious con- 
flict of interest between the small, in- 
dependent American producers and 
the larger companies, which are pro- 
ducers and marketers here as well as 
abroad. Among the independent pro- 
ducers agitation already is rife for 
shutting out foreign oil, either through 
embargo or high tariff, and such pro- 
posals again will be brought emphati- 
cally to the attention of Congress when 
it convenes next December. It is diff- 
cult to believe that the proper solution 
lies along these lines. The fact is that 
We export more oil than we import and 
since imports are chiefly of low-grade 
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IGHTY-ONE YEARS of continuous gas service 
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crude, much of it suitable only for fuel 
oil, and exports largely are of refined 
products, the outgoing dollar balance 
in our favor is even wider. Regardless 
of possible benefit to small American 
producers and the numerous tribe of 
wild-catters, to shut out foreign im- 
ports under these conditions would 
seem both futile and unsound from the 
broader point of view of the aggregate 
American interest. Furthermore, if 
South American oil is shut out, the 
bulk of our former imports would sim- 
ly be refined in Venezuela and Co- 
Fadia, with the refined products flow- 
ing, as before, to their natural world 
markets, without being handled here. 

Although it by no means represents 
a quick solution, there is a bright ray 
of light in the increasing tendency 
toward larger and larger combinations 
of power within the American indus- 
try. 

For this reason it is the wisest course 
for the investor to have his funds in 
the securities of the largest and strong- 
est of the oil companies. While 
many of the smaller companies’ stocks 
are selling at low levels and offer 
some speculative possibilities over the 
long term, there is an inherent danger 
that such companies may be almost ex- 
tinguished before they are taken over. 
The bigger well integrated, financially 
strong companies, on the other hand, 
will more certainly ride out the current 
storm and ultimately return to high 
prosperity. 

Conditions and public opinion have 
changed since the original Stand- 
ard Oil Trust was dissolved. Disin- 
tegration has given way to a definite 
trend toward integration. Recent years 
have brought a long series of oil com- 


pany mergers, climaxing in the pro- 
jected combination of Standard Oil of 
New York and Vacuum Oil, thus re- 
uniting two former units of the old 
1911 trust. The significant point is 
that after losing its case in the lower 
courts, the Government has abandoned 
its opposition and announced it would 
not appeal to the Supreme Court. 

This development is presumed to 
represent a very definite change of 
regulatory attitude, so far as the ad- 
ministrative branch of the Government 
is concerned. It will encourage negoti- 
ations looking toward additional giant 
mergers, some of which, such as the 
proposed Standard Oil of California- 
Standard Oil of New Jersey combina- 
tion, are already under active discus- 
sion. Such consolidations would 
unquestionably strengthen the position 
of the American industry in a world 
struggle that is just beginning. 
Whether it would guarantee victory is 
problematical. Furthermore, the legal 
test is not yet complete and the limit 
of the Government’s acquiescence is by 
no means clearly defined. 








Foreign Utilities—Are 
They Attractive Investments? 
(Continued from page 326) 








phone, telegraph and cable company. 

In most cases the American concerns 
are superior not only because of the 
large available capital reserves but also 
through governmental connections. Just 
in those countries where especially at- 
tractive possibilities exist for an inter- 
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national development of public utilities 
Americans have been the predominant 
government bankers since the war. The 
sphere of influence thus created is an 
important factor in the utility businesg, 

In Eastern and South Eastem 
Europe the ASEA Concern (Swedish 
General Electric) intensively endea. 
vors to create new markets for its 
electro-technical products, by the ac 
quisition of power plants. In several 
cases ASEA has competed severly 
with American interests, but at least 
up to now it cannot be considered a 
competitor of international significance, 

As a resumé it might be stated that 
the international aspect of American 
utilities is a good one. The possibilj- 
ties are still far from being exhausted, 
The more intensely the international 
capital is interwoven in a vital field like 
public utilities, the larger will be the 
safety of mutual capital investments 
and the marketability of the securities 
based hereon. 








Rail Situation Demands 
Action 
(Continued from page 289) 








railroads buy fuel, materials and sup 
plies, aggregating approximately $1, 
300,000,000. As a matter of fact, the 
average annual outlay for the seven: 
year period since 1923, the year when 
the railroads began their comprehensive 
rehabilitation program, was $100,000,- 
000 more than this figure. For this 
seven-year period the railroads spent an 
average of $1,250,000 every day for 
fuel, $495,000 for forest products, $1, 
180,000 for iron and steel products 
and $990,000 for miscellaneous prod: 
ucts. 

The railroads also spend in a normal 
year an additional $800,000,000 for 
capital purposes. This money goes for 
the purchase of new equipment and 
for additions and betterments to prop 
erty used in transportation service. 
Capital expenditures for the eight-year 
period, 1923-30, amounted to $6,741, 
000,000, an average of $842,625,000 
per year, or $2,300,000 per day. 
What the business depression and the 
falling off in earnings meant in the 
way of reduced purchases by the rail: 
roads in 1930 may be indicated by the 
single statement that preliminary re 
ports show a decline of about 20% in 
comparison with 1929. 


A General Business Influence 


Certainly these figures are quite suff 
cient to show what it would mean to 
the business of this country to have 
the railroads buying again on a normal 
scale. As a matter of fact, it would 
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Another Batch of Letters 
From Our Subscribers 


“Less than nine weeks ago I sub- 
scribed to your service and have had 
highly satisfactory results in spite of 
the very uncertain market conditions.” 
(Illinois) 


“T am enclosing my check for $150.00 
to renew my subscription to The In- 
vestment and Business Forecast for 
thirteen months. The service was prof- 
itable to me during the past six 
months.” (Kentucky) 


“I am most satisfied with the work 
done for me by The Investment and 
Business Forecast. The first week 
that I was a subscriber J made a turn 
on your advice which more than paid 
the meagre $75.00 subscription price.” 
(New York) 


“Your wires have been coming through 
very fast. Telegrams filed by you in 
New York have reached me in seven 
minutes.” (Washington) 


“I’m greatly pleased with your service 
and when the test subscription expires 
will renew and stay with you. I have 
traded both long and short, and in a 
critical market I can show profit.” 
(California) 


“Have made each commitment you ad- 
vise, and although only a week old 
show profits already. I intend to fol- 
low your instructions to the letter.” 
(Michigan) 













It Is Important 
That You Act—Now 


oo situation precipitated by the proposed suspen- 
sion of intergovernmental war obligations and the 
approaching publication of second quarter reports will 
create profit opportunities for the correctly guided in- 
vestor and trader—while severe losses may be sustained 
by those who act haphazardly and with little or no 
information. 


It is vitally important, therefore, to place your subscrip- 
tion to THE INVESTMENT AND BUSINESS FORECAST of 
The Magazine of Wall Street now so that you may pre- 
pare for and be properly advised during the critical 
period immediately ahead and the selective revival 
expected to follow. 


17% Profits on Forecast Advices 
January 1 to May 31 








(While general market averages declined 272%) 


Your security capital would have earned 17% in profits for the first 
five months of this year had you been following our Trading and 
Semi-Investment Advices. This is a graphic illustration of the con- 
sistent profits available to our subscribers regardless of market fluc- 
tuations—an indication of the satisfactory results you can expect 
from our guidance. (Our Semi-Investment Advices are made in our 
Bargain Indicator and Unusual Opportunity Departments.) 
Conserve and build up your capital, awaiting the permanent upturn 
so that you will be in a position to take advantage of exceptional 
opportunities as they develop. 

Decide now to avail yourself of the definite and highly personalized 
service you would receive as one of our subscribers. Attach your 
remittance to the coupon below and mail—today. 
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for enhancement in value paying common stocks, en- bilities for price apprecia- (for the purpose of secur- 
due to investor demand. titled to investment rating, tion over a moderate period. ing profits that may be 
Recommended and carried in with good profit possibilities. Recommended and carried in applied to the purchase of 

Bond and Preferred Recommended and carried in our Unusual Opportunities investment and income pro- 
Stock Departments. our Bargain Indicator. Department. ducing securities). 
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seem safe to suggest that when busi- 
ness does improve and railroad earn- 
ings recover proportionately, the buy- 
ing of the carriers will be on an ab- 
normal scale, because of the extent to 
which they curtailed purchases last 
year and so far this year. 

The I. C. C. has the application of 
the railroads for a 15% increase in 
freight rates. Its first and biggest job 
is to decide as speedily as possible and 
practicable whether it should be 
granted. All political considerations 
should be cast to the winds. If the 
increase is reasonable and right and 
will do for the railroads and the coun- 
try what is claimed, it should be 
granted. Shippers and the people gen- 
erally should not file long-winded pro- 
tests but cooperate with whole-hearted 
support. 

So far business in this country has 
not shown distinct and general im- 
provement. Unless this much-needed 
change comes in the next few months 
the results will be serious to all the 
railroads, and disastrous to the weaker 
ones. As a whole, the carriers must 
have a larger volume of traffic and 
substantially larger earnings to prosper, 
and even to meet fixed obligations in 
some cases, and likewise to give the 
service to the people to which the latter 
are entitled, and, furthermore, to con- 
tinue to contribute their important part 
to the further development of this 
country. 

To this end railway executives and 
employees must do all in their power 
to get all the traffic possible, handle it 
with the greatest economy and meet 
the new forms of competition. Rail- 
way executives must “put their cards 
on the table” with everyone with 
whom they deal—regulatory bodies, 
the public and their security-owners. 

The I. C. C. has, or soon will have, 
a plan for placing all the railroads in 
Eastern territory into four large sys- 
tems. This will take considerable time, 
both on the part of that body and the 
railroads directly involved. If consoli- 
dation is right and practicable for all 
concerned and this plan is sound, it 
should be approved, with whatever 
modifications may be necessary, as soon 
as the customary hearings can be held 
and the evidence carefully considered 
by the Commission and its decision 
prepared. 

If consolidation of the railroads of 
the United States as a whole, is best 
for all interests, Congress should pass 
the bills that have been pending for 
several years in both branches that 
would make possible real consolidation 
of railroad property. 

In the judgment of many railroad 
authorities, the valuation and recapture 
twins never should have been on. 
Certainly they are the most expensive 
governmental offspring that ever have 
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been allowed to see the light of day. 
Notwithstanding this fact, and the hun- 
dreds of millions of dollars that they 
have cost both the Government and 
the railroads already, and even at this 
late date, Congress should pass the 
necessary measures to bring their un- 
justifiable existence to an end. 

Admittedly these things will take 
some time. Even with the greatest 
speed possible and reasonable, it is esti- 
mated, as already intimated, that from 
six weeks to four months will be re- 
quired to get a decision on the freight 
rate application. But let us hope that 
the delay will be kept to the minimum. 
The demands of the situation are ur- 
gent. We need prompt and decisive 
action. 

As a matter of fact, word came from 
Washington soon after the application 
was filed that the I. C. C. would thus 


act. 








Who Are the Mysterious 
“They” of the Market? 


(Continued from page 304) 








It is perhaps well to note at this 
point that the foregoing classification 
refers only to typical characteristics 
and not consistently to any specific 
group of people. An individual would 
be included among the public only so 
long as he trades like what we have 
described as the public. If people 
trade like the insiders, the effect of 
their trades upon the market is just 
the same as if they actually are insiders; 
regardless of their banking and cor- 
porate affiliations, and even though 
they possess no inside information. It 
is quite possible for an “Outsider” 
(who is merely a trader with no un- 
usual connections or sources of infor- 
mation) to profit by pool operations 
without special advantages and infor- 
mation beyond what is available to all. 
An outsider may or may not be classed 
with the public. Many successful in- 
vestors are outsiders, and so are many 
professionals. 

We can see now, from what has 
gone before, that when people speak 
of “They” it conjures up images of in- 
siders and manipulators, though pro- 
fessionals may sometimes be thought of 
as members of the band. Accepting, 
for a moment, this popular notion of 
who “They” are, we find that their in- 
fluence upon price movements may be 
summed up with the observation that 
“They,” who are skilled in speculation, 
either endeavor to manipulate prices or 
else aim to take advantage of manipula- 
tion that is being conducted by others. 
Their operations are by no means al- 
ways successful, however. There are 

- times when-one faction outwits or dou- 


ble crosses another, when their loan; 
are called unexpectedly, when unfore. 
seen developments in business or poli. 
tics spoil their plans. On other occa. 
sions the public, influenced by mob 
psychology, may take the bit in its 
teeth and sweep prices along with a 
force that even “They” are powerless 
to resist. We find this near the cloge 
of prolonged market movements in 
either direction. Investors, too, when 
they act in unison, create changes in 
the amount of the floating supply 
which no insider or manipulator may 
disregard with impunity. 

Great bear markets, such as we have 
had for nearly two years now, are 
especially damaging to the fortunes of 
the wealthy; for it is “They” who of 
necessity own the great majority of 
outstanding securities. They cannot 
dispose of anything more than a frac. 
tion of their holdings, for who has 
enough resources to buy what they 
sell? Small investors, as a class, could 
if smart enough, dispose of all their 
holding near the top of a great bull 
market, and repurchase near the bot- 
tom of major bear markets; for their 
aggregate holdings are always much 
smaller relatively than those of the 
numerically fewer, but individually 
more wealthy, “They.” 

It is always well to remember that 
nearly everyone who holds stocks adds 
to his personal fortune when prices are 
rising, and suffers a loss in declining 
markets. No one but the shorts ever 
profits by bear markets, and their 
transactions average only a small frac- 
tion of 1% of the total. 








Duke-Price Power 
Ist 6s, 1966 
(Continued from page 291) 








1930, shows fixed assets consisting of 
land, buildings, equipment, etc., at 


$59,769,308 depreciated value. The 
reserve for depreciation at the end of 
1930 stood at $2,028,301. The capi 
talization of Duke-Price Power Co. in 
addition to the $36,652,000 first mort 
gage bonds consists of $3,500,000 of 
6% notes due in 1932 and 210,000 
shares of common stock with a stated 
value of $21,000,000. 

The Duke-Price Power First 6s of 
1966 are listed on the New York Stock 
Exchange where they are currently 
selling for 103% at which price they 
return a yield of 5.75% to maturity. 
Considering the security behind the 
issue and the strong financial backing, 
the issue is decidedly attractive for 
holding by the average investor and 
one which returns him a handsome in 
come considering the yields obtainable 
from bonds of comparable calibre. 
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Are “Depression-Proof” 
Stocks the Most Promising? 
(Continued from page 305) 








ial 


porary loss of dividend income. In 
making investment of this kind, how- 
ever, the buyer not only faces the 
problem of choosing stock of a com- 
pany that is strong enough to survive 
any probable extension of depression 
but has to make his own guess on the 
question of a price reasonably close to 
bottom. 

There is little to be said for the 
policy of buying the drastically deflated 
stocks of companies in industries whose 
dificulties reflect individual malad- 
justments rather more than cyclical 
trade depression. Some industries re- 
mained depressed even in recent boom 
years, and special doubts are present 
now, for example, in the copper, oil 
and sugar industries. It is possible to 
reach a reasonable compromise in the 
case of some of the public utility stocks. 
These not only are supported by the 
fundamental factor of fairly stable 
earning power and the prospect of con- 
tinued growth in the future, but have 
the speculative merit of fluctuating 
over a rather broad price range in the 
normal swings of the general market. 








Answers to Inquiries 
(Continued from page 308) 








flour of assured quality and on a more 
economical basis. Earnings report of 
Loose-Wiles Biscuit Co. for 1930 was 
relatively favorable, and the dividend 
was covered by a good margin. Earn- 
ings in 1930 were equivalent to $4 on 
the common stock against $4.58 in 
1929, the decline likely being due to 
the drop in demand for those of its 
products which fall in the luxury 
group. Earnings in the first three 
months of the current year continued 
slightly behind those in the correspond- 
ing period of 1930, but it is important 
to note that in April of the current 
year, profits were somewhat better than 
for the similar month of 1930. The 
increase indicates the possibility of a 
change in the earnings trend for the 
better, and the position of the company 
has been improved by lower prices for 
wheat. The prices for products of Loose- 
Wiles Biscuit are relatively stable, and 
therefore, the drop in wheat prices is 
highly favorable. An official of the com- 
pany recently pointed out that wheat 
inventories purchased at high levels have 
been practically all consumed, and the 
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The Company: 


The Midland United Company is 
an investment or holding com- 
pany which controls through stock 
ownership public utility compa- 
nies supplying electric light and 
power, gas, and transportation 
service in the greater part of In- 
diana, and in adjacent territory 
in Ohio, Michigan and Illinois. 


Territory : 


Companies in the Midland United 
group supply service to 820 com- 
munities with an aggregate esti- 
mated population of 1,711,446. 
The territory served includes the 
rapidly growing industrial region 
in northwestern Indiana, the In- 
diana limestone-producing region, 
and other important industrial 
centers of the state. Hundreds 
of Indiana industries depend on 
companies of the Midland United 
group for energy which powers 
their equipment, gas which heats 
their furnaces, or transportation 
which moves their goods. 


Acquisitions : 


The Gary Heat, Light & Water 
Company was recently acquired 
and operation begun as part of 





FACTS 
YOU SHOULD KNOW ABOUT THE 


MIDLAND UNITED 


COMPANY 
os 


Preferred and Common Stocks of the Midland United Company are listed on the 
Chicago Stock Exchange. 


MIDLAND UNITED COMPANY 


A review of the company, its subsidiaries and their services has just been 
prepared in booklet form and will be sent to you on request. 
Write Secretary, Midland United Company, 122 So. Michigan Ave., Chicago 


the Midland group. This com- 
pany supplies electric, gas and 
water service to the important 
steel producing center of Gary, 
which has a population of more 
than 100,000. The Midland 
United Company has contracted 
to purchase the first mortgage 
bonds of the Terre Haute, Indian- 
apolis and Eastern Traction Com- 
pany, ownership of which will 
give control of the Terre Haute 
Traction and Light Company. 
This company supplies electric 
light and power and street rail- 
way service to Terre Haute, a city 
of 62,800, and environs. 


Gross Earnings 


The consolidated gross earnings 
of the Midland United Company 
and subsidiaries in 1930 were 
$48,192,691.69. 


Derivation of Revenue: 


Subsidiary companies in 1930 de- 
rived 53.26 per cent of their 
gross operating revenues from sale 
of electricity; 21.70 per cent from 
sale of gas; 19.20 per cent from 
providing electric interurban and 
street railway service; 5.84 per 
cent from other services. 
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MARKET STATISTICS 











N. Y. Times 
N. ¥. Times —Dow, Jones Avgs.— -—50 Stocks—, 
40 Bonds 30 Indus. 20 Rails High Low Bales 

Monday, June 8 ...........-++- 81.84 185.92 71,92 125.95 119.94 1,699,280 
Tuesday, June 9 ...........++- 81.94 182.97 13.98 128.05 123,44 1,922,395 
Wednesday, June 10 .......... 82.19 136,82 15.16 127.86 123.53 1,803,640 
Thursday, June 11 ............ 82.50 136.57 17.45 129.01 125.16 1,746,790 
Friday, June 12 .......+...... 82.76 136.98 79.60 129.61 125.34 1,588,900 
Saturday, June 18 ...........+. 82.79 137.03 79.65 128.98 127,15 543,050 
Monday, June 15 ...........-.-- 82.64 135.26 78.79 129.91 126.95 1,261,023 
Tuesday, ‘June 16 ............. 85.52 135.47 719.02 128.41 125.64 1,127,612 
Wednesday, June 17 .......... 82.72 183.68 77.16 127.51 125.64 919,101 
Thursday, June 18 ............ 82.90 130.56 76.16 125.66 123.58 1,148,880 
Friday, June 19 ............-+: 82.88 130.31 14.71 123,85 121,68 1,145,210 
Saturday, June 20 ..........+- 83.12 188.96 78.83 190.91 124.23 1,508,105 
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company will now be able to purchase 
wheat at a more advantageous level. 
A very strong financial position is 
maintained, and the dividend appears 
to be fairly well secured. While sharp 
near term price appreciation cannot be 
looked for, we suggest that you hold 
your 150 shares, averaging only during 
periods of weakness. 


LEHN & FINK PRODUCTS Co. 
Having reported $4.07 a share for 1930 
and paying a $3 dividend, I cannot under- 
stand why Lehn & Fink common should 
sell in the twenties. Is the dividend in dan- 
ger? What is your attitude toward aver- 
aging om 250 shares which cost me 40?— 
G. M., Gadsden, Ala. 


The principal products of the Lehn 
& Fink Products are “Lysol,” “Pebeco, 
“Hinds,” and “Dorothy Gray,” and a 
new antiseptic was introduced early 
this year called “L-F.” Earnings of the 
company have tended downward since 
1926, due likely to the company's sys 
tem of distributing advertising ex- 
penses, which represent the major part 
of the cost of operations. However, 


there are indications that this down- 
trend of earnings has about run its 
course. For the full year 1930 profits 
were equivalent to $4.07 a share 
against $4.10 in 1929. It was recently 
reported that sales of Lehn & Fink 
Products Co. were running about 4% 


under 1930 levels, and indications were 
that this rate would be maintained 
throughout the Summer. On this basis 
earnings should cover the $3 dividend. 
Yielding about 12%, however, it is 
apparent that the situation involves a 
measure of uncertainty and speculative 
risk. Under the circumstances, we 
would suggest holding temporarily, at 
least, but at the same time emphasize 
the advisability of keeping in touch 
with the situation. Averaging should 
be deferred. The company was in a 
favorable financial position at the close 
of 1930, and it was recently reported 
by the company that it had liquidated 
$400,000 of bank loans. It is under- 
stood that sales of “Dorothy Gray 

products have increased materially, and 
this is a favorable factor for the future. 


—_——_——_ 


UNITED STATES PIPE & 
FOUNDRY CoO. 


H do you rate United States Pipe 
pe saa pee i in consideration of the 
widespread bearish attitude toward steel 
stocks and those engaged in allied indus- 
tries? Is the $2 dividend safe? I have 
500 shares at 31. Shall I retain my pres- 
ent position in this stock?—D. G. L., Corn- 
ing, N. Y 

The United States Pipe & Foundry 
Co. was o over 30 years ago, 
as the United States Cast Iron Pipe & 
Foundry Co., and as a result of a con- 
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solidation, present title was assumed in 
July, 1930. The company is engaged 
in the manufacture and sale of cast 
iron pipe and special castings, which 
have their principal use in gas and 
water projects. The company acquired 
sole rights in the United States to the 
DeLevaud process for centrifugally 
casting pipes, which acquisition, is 
largely responsible for more profitable 
operations of the company since 1922. 
Earnings record of the company reveals 
an irregular trend, although results for 
1930 were the highest since 1927. Net 
income for the 12 months ended De- 
cember 31, last, amounted to $2,881,- 
046, equivalent, after preferred divi- 
dend requirements to $3.42 a common 
share, against $2,581,230 or $2.74 a 
share for the preceding year. The com- 
pany’s business is largely dependent 
upon municipal and other construction, 
which in turn depends greatly upon 
conditions in the bond market. The 
company’s plants are now running at 
60% of capacity, which compares with 
35% of capacity in the last three 
months of 1930. The favorable out- 
look for cheap money over the medium 
term, at least, presages a gradual im- 
provement in demand for the com- 
pany’s products with resultant moder- 
ate increase in profits. Financial posi- 
tion at the close of last year was strong, 
current assets amounting to $18,046,- 
112 of which $13,163,488 consisted of 
cash, call loans, Government and 
municipal securities, against current 
liabilities of but $1,520,053. At the 
beginning of this year directors of the 
company declared four regular quar- 
terly dividends of 50 cents each on com- 


mon stock, covering payments for the — 


entire year of 1931. A recent state- 
ment of the President stated that re- 
sults for the initial quarter of 1931 
covered dividend requirements on the 
common stock for that period. Al- 
though the shares must be regarded as 
speculative in character, we counsel 
maintenance of your present long posi- 
tion, with a view toward further de- 
velopments. 


AMERICAN CAN CO. 


Last October I bought 400 shares of 
American Can at 125 and was disagreeably 
surprised to see it break 100 recently. 
Would I seriously jeopardize my invest- 
ment if I continued to hold? What are the 
chances for recovery to my purchase price? 
—L. T.R., Fitchburg, Mass. 


American Can Co. ranks as the 
largest enterprise engaged in the manu- 
facture and sale of metal containers, 
with operations international in scope. 
Approximately 55% of the company’s 
ae is taken by packers of vege- 
tables, fruit, fish, meat and other perish- 
able foods. Of increasing importance, 
however, is the use of its products as 


containers for such products as oil, 
chemicals, paints, coffee, tobacco, tea, 
baking powder, cigarettes and toilet 
articles. These now comprise about 
45% of the company’s business. Al. 
though operations are somewhat af. 
fected by variations of crops of fruit, 
vegetables and fish hauls, diversification 
of demand, geographically as well as 
respecting type of product to be 
canned, has had the unique tendency 
of equalizing earning power of its de- 
partments. Profits have shown a steady 
upward trend for many years, and 
even during 1930, a year of decided 
recession in general business, net re- 
sults of operations established record 
levels. Profits last year amounted to 
$22,883,940, equivalent, after preferred 
dividends, to $8.08 a share on the 
2,473,998 shares of $25 par common 
stock outstanding. This compares with 
net per share results of $8.02 in 1929, 
The company’s financial position at the 
close of last year was exceptionally 
strong; total current assets amounting 
to $55,082,309 of which $16,286,885 
consisted of cash, while current liabili- 
ties were $13,383,378, leaving net 
working capital of $41,698,931. The 
shares merit an investment rating, and 
in view of the favorable prospects for 
the current year, we see no reason for 
disturbing present holdings. As a mat- 
ter of fact, moderate accumulations 
during market recessions should prove 
profitable holdings over a reasonable 
period of time. 


BEECH-NUT PACKING CO. 


In April I heard that Beech-Nut Packing 
common was a “buy” because of impend- 
ing consolidation with one of the larger 
food companies. Consequently, I am hung 
up with 300 shares at 60. Is it advisable 
to continue holding? What are the merger 
prospects?’—F, E. H., Clarksburg, W. Va. 


Beech-Nut Packing Co. was organ- 
ized some 31 years ago to engage in the 
packing and distribution of ham and 
bacon. New products have constantly 
been added to the company’s lines, and 
now include peanut butter, preserves, 
jellies, marmalades, beans, sauces, con- 
fections, spaghetti, macaroni, coffee, 
biscuit dainties and chewing gum. Ap- 
proximately 50% of the company’s 
gross and net earnings are derived from 
the sale of chewing gum and confec- 
tions. For the most part, the company’s 
products are sold in packages, tins, or 
glass jars, and at prices which are more 
or less standardized throughout the 
year. They are in widespread de- 
mand in the average American family 
and could hardly be classified as luxury 
items. Gold Dust Corp. acquired 46,- 
000 shares of Beech-Nut Packing com- 
mon stock during September of last 
year, which accounts for the rumors 
circulated in the past that a merger was 
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being considered. No official confirma- 
tion of such rumors has been made by 
the management of either company, 
but we believe that this company 
would be a desirable addition to any 
of the large food companies, because of 
the strength of the enterprise as an in- 
dependent. The company reported net 
income for the initial quarter of 1931, 
before Federal taxes, of $608,817 or 
approximately the same as for the first 
quarter of 1930 when profits amounted 
to $614,031. After allowance for esti- 
mated Federal taxes, the balance for 
the common stock was $1.20 a share in 
1931 quarter against $1.24 a share in 
the 1930 quarter. The outlook for the 
company during the balance of the cur- 
rent year is favorable, and inasmuch as 
the current dividend rate may be re- 


garded as secure, the shares offer at- - 


traction on an income basis. Liquida- 
tion of present holdings would be a 
sacrifice and we advise against it. 


RADIO-KEITH-ORPHEUM CORP. 


I was werried to see Radio-Keith com- 
mon make a new low since it was listed. 
Is there anything fundamentally wrong 
with the company? Last September I 
bought 300 shares at 31. Would you 
recommend averaging now or waiting a 
while longer?,—N. T. G., Owosso, Mich. 


Radio-Keith-Orpheum Corp. was or- 
ganized in October, 1928, with the 
backing of Radio Corp. of America, as 
a result of a consolidation of the Keith- 
Albee and the Orpheum chains with 
FBO Productions. The company’s 
position in the amusement field was 
further strengthened by the acquisition 
in January of this year of the principal 
assets and holdings of Pathe Exchange, 
exclusive of its du Pont interests. The 
company is engaged in practically all 
phases of the motion picture industry, 
and controls approximately 200 theatre 
outlets through ownership or lease. In- 
auch as all of the company’s class 
B stock (500,000 shares) is owned by 
RCA Photophone, Inc., which is con- 
trolled jointly by Radio Corp. of 
America, General Electric Corp., and 
Westinghouse Electric & Mfg. Corp., 
the company is in a unique position to 
benefit from any new developments re- 
lating to the production of sound pic- 
tures which may be perfected by these 
enterprises. A recent innovation which 
has received considerable attention, is 
the opening of the company’s first day- 
light theatre, and although this phase 
of the company’s business is still in its 
infancy, if successful, it should prove 
a2 important revenue producer for the 
Parent company. In reflection of the 
falling off in attendance of its theatres, 
het income for the initial quarter of 
1931 declined to $1,013,218, from $1,- 
607,622 for the corresponding period 

last year. Reduced to a per share 
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basis, the above results amounted to 43 
cents on 2,328,250 no par shares of 
class A stock, and 87 cents on 1,850,- 
169 class A shares for 1931 and 1930 
periods respectively. We have been in- 
formed that the company recently re- 
ceived $6,000,000 in cash by a loan 
from private sources, which may be 
used for expansion purposes. While 
we do not anticipate substantial im- 
provements in operating conditions 
during the early future, we maintain a 
constructive attitude toward longer 
term prospects. Despite the speculative 
character of the company’s shares. we 
believe the issue offers interesting possi- 
bilities over the longer term, and in this 
light, counsel the exercising of patience 
on the part of present holders of the 
stock. Your present commitment, how- 
ever, appears sufficient. 


WESTINGHOUSE ELECTRIC & 
MANUFACTURING CO. 


What are the prospects for Westinghouse 
Electric common? Is another dividend cut 
probable? I have 200 shares at 105. Shall 
—— to hold?—A. C. C., Audubon, 


Westinghouse Electric & Manufac- 
turing Co. is one of the leaders in the 
electrical industry with operations in- 
ternational in scope. The company is 
thoroughly integrated, producing prac- 
tically every type of electrical equip- 
ment and appliance from household 
specialties to giant generators and elec- 
tric locomotives. It holds an important 
stock interest in Radio Corp. of 
America, General Motors Radio Corp., 
and Audio-Vision Appliance Co., the 
latter formed to develop television. An 
important division of the company’s 
operations is the research department, 
in which it improves and enlarges its 
field and keeps well ahead of the times. 
In reflection of severely depressed con- 
ditions prevailing, results of operations 
during 1930, declined to $11,881,705 
equivalent to $4.45 per combined share 
of preferred and common stocks, from 
$27,062,611 or $10.15 a share on the 
combined stock in 1929. Continuing 
the unfavorable showing of last year, 
operations during the initial quarter of 
the current year resulted in a deficit 
of $2,885,945, in contrast with a profit 
of $4,546,618 for the first three months 
of 1930. The small profit registered 
by the company last April has been 
offset by a deficit incurred during May, 
last. In view of curtailed operations 
and earnings of the company, there ap- 
pears to be some apprehension as to the 
continuance of present rate of distribu- 
tion on its common stock. However, 
the company enjoys an exceptionally 
strong financial position and we believe 
the recent order of the Pennsylvania 
R.R. for the ninety electric locomotives. 
may be a forerunner of gradual im- 


provement in demand for the com- 
pany’s products during ensuing months. 
In consideration of the company’s 
dominant position in its field, capable 
management, and more favorable 
longer term prospects, we believe re- 
tention of present holdings justified. 








Trade Tendencies 
(Continued from page 306) 








seasonal dullness but many companies 
are to bring out new models earlier 


-than usual this year—agreements that 


no new models should be produced be- 
fore the automobile show appear to 
have fallen by the wayside—so it is 
possible under this stimulus that the 
summer dullness will be less than might 
have been expected. On the other hand 
should this condition actually develop 
there is no guarantee that the extra 
sales will not have been made at the 
expense of Fall business, making ac- 
tivity during the last part of the year 
slower than seasonally. Facing these 
contingencies then the only course left 
open for those interested in this indus- 
try is to follow each new development 
meticulously, particularly in regard to 
the progress, or lack of progress, made 
by the different companies, for it is 
thought that individual results will 
vary more widely during the coming 
months than ever before. 








Two Special Investment Features 
In the July 11 Issue 
Stocks Selling Below Asset Value 
How to Recoup on Issues 
Representing Large Losses 











Peoples Gas Dividend 


The Peoples Gas eos 


Coke Company {of Chicago} 
The Directors of The Peoples Gas Light 
and Coke Company have declared a quar- 
terly dividend of two (2) per cent on the 
capital stock of this Company, being at 
the rate of eight (8) per cent per annum, 


the Company to stockholders of record 
at the close of business on the 3rd day of 
July, 1931, said] dividend to be payable 
oa the 17th day of July, 1931. 

A. L. TOSSELL, Secretary. 
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France Holds Key to World 
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PSYCHOLOGY IN MODERN 
BUSINESS 


By H. W. HEPNER 
Prentice-Hall, Inc. 
Pir pees ws no longer becomes 


of purely academic and passing 
interest to the reader of this 


latest work from the pen of H. W..: 


Hepner. Quite the contrary. “Psy- 
chology In Modern Business” is grati- 
fyingly practical. It deals with the 
many problems which the average busi- 
ness man faces each day at his ofice— 
and lays before the reader that back- 
ground of understanding which is so 
essential for meeting the keen competi- 
tion of this current depression period. 
Starting in with a clear-cut presen- 
tation of the elementary principles of 
the subject, the author pauses for a 
moment to discuss behavior patterns 
of the mind, some unusual people met 
in the course of the normal business 
day and the background for their 
peculiarities, and then passes on to dis- 
cuss how many business men avoid 
their real vital problems—and why, 
from a psychological standpoint. 
Progressing rapidly to the daily busi- 
ness atmosphere, Mr. Hepner points out 
the psychological aspects of extending 
bank credit, hiring and promoting new 
employees and helping them to choose 
that particular division or type of work 
for which they are inherently fitted. 
There is also an interesting and thor- 
oughly practical chapter on how to in- 
crease one’s daily personal efficiency. 
One of the features of the book that 
impressed us most favorably was the 
discussion of successful salesmanship 
and advertising in the light of psy- 
chology. The reader will find in these 
chapters a collection of practical sug- 
gestions and an analysis of results ob- 
tained by both large and small adver- 
tisers that ix well worth perusal. The 
“tricks of the trade” are laid face-up 
on the table. While the approach at 
times savors of the experienced per- 
sonnel manager's attitude, rather than 
that of the active sales executive in 
the field, yet the information presented 
is of wide general interest and is in- 
geniously illustrated by charts, photo- 
graphs and a collection of some of the 
best psychological test questions—the 
latter being segregated in the appendix 
along with the correct solutions and 
the time taken by various mental 
— of participants to answer them. 
e book is written in_an easy and 


354 


entertaining style; it is studiously prac- 
tical in its illustrations; and as an up- 
to-date analysis of the psychological 
background of modern business pro- 
cedure, merits a place in the well- 
informed business man’s library. 


W. B. K. D. 


THE ROAD BACK 
By EricH MariA REMARQUE 
Little, Brown & Co. 


world is so full of writers 
whose first creations pass like 


meteors across the literary hori- 
zon, consuming all their energy and 
power in effecting one glorious, unfor- 
gettable chapter in the Comedie 
Humaine, but whose later works, more 
closely resembling tiny meteorites, 
quickly pale and fade into oblivion that 
it was with both fear and trepidation 
that I opened The Road Back. Now, 
secure in the knowledge that my fears 
have not been realized, I feel safe in 
saying that Remarque has written so 
powerfully and masterfully of post- 
war disillusionment, injustice, and hy- 
pocrisy in his second book that it will 
probably be remembered as the great- 
est “after the war” novel, just as All 
Quiet on the Western Front is the 
most outstanding of the “war” novels. 

The story is frankly autobiographi- 
cal, being merely a day-to-day record 
of the different survivors of one Ger- 
man company as seen through the eyes 
of Ernst. We return to Germany with 
them and experience their disappoint- 
ment when their eyes meet not a grate- 
ful populace but only a few rain- 
sodden placards and a few bedraggled 
garlands—it has not taken the people 
long to become accustomed to return- 
ing veterans. 

We meet Weil, an unobtrusive sol- 
dier but a militant Socialist at home; 
Tjaden, who marries a _ butcher's 
daughter to insure a regular supply of 
horse-meat sausages; Bruno, who nearly 
forces shooting galleries out of business 
by winning all the prizes, as well as 
Willy, Karl, Ludwig, Albert, and all 
= rest. Each deserves a book to him- 
self. 

The lesson of the novel is simple. 
Present-day war is a result of present- 
day civilization. Men being what they 
are, it will be always with us. As our 
story closes, we see a group of young 
boys playing soldier—a gloomy proph- 
ecy for the future. W. F. D. 
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a loan, after interminable dickering, 
for the purpose of equipping the rajl- 
way through the Polish corridor to the 
new: port of Gdenia. But the fore. 
handed and politically-minded French 
saw to it that this railway, which has 
great military strategic value, shall be 
operated by a French company. The 
whole French loan policy is enmeshed 
in the old-fashioned diplomacy of mix- 
ing business and national policy, with 
the loans made primarily for political 
ends. 

Instead of using her funds to pene- 
trate the Balkan states, Poland, Austria, 
etc., economically France uses them to 
bind and bolster military alliances. 
Germany, having no military power, 
resorts to economic penetration and re- 
ciprocity, and is forging ahead in the 
very countries where France places her 
loans. France also uses her power to 
prevent economic alliances between 
other countries, as for instance, the 
proposed commercial union of Austria 
and Germany, ardently desired and 
needed by both of those countries. She 
is using her affluence and Italy's need 
to endeavor to force Italy into sub 
servience. It is true that she had made 
two or three loans in paltry amounts 
to Germany, and a_ considerable 
amount of French short time money 
was in Germany, but since the Ger 
man domestic situation became critical 
this money has been beating it back to 
France like a scared rabbit. 

The net result of this Shylock policy 
has been that France is really building 
up envy and-hate instead of friend: 
ship. Her debtors are irritated and her 
would-be debtors are bitterly envious. 
Germany is in desperate credit straits 
just now. France has idle billions 
which might be made the means of 
creating and cementing a _ lasting 
friendship between the two countries, 
especially as they have great common 
interests at stake in their present large 
trade with each other. But France 
waits for the last moment of advantage. 

When it comes to international in 
trigue France appears to have few 
scruples. Next to the United States 
France has generally had less to do 
with Soviet Russia than any other im 
portant country. It is true that France 
does officially recognize the Soviet gov 
ernment, which the United States does 
not, but under the promptings of the 
government there has been little culti 
vation of Russian trade and no com 
mercial treaty. In the way of credits 
the Bolshevists haven't seen the color 
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of a single franc. So far so good, but 
suddenly France digs a Russian ace out 
of the hole to turn a trick in the great 
Mosul oil fields game, fully described 
in the article on page 283 of this issue. 
When France, chiefly as a military 


preparation measure insisted on im- 
mediate action, the British and Ameri- 
can partners in this enterprise held 
back. Then France played the Rus- 
sian ace. She began to buy oil for 
her navy from Russia and notified her 
reluctant partners that French policy 
would tend to swing all French re- 
quirements to Russia until the partners 
saw reason. They promptly saw it. 
France will get crude oil from Mosul 
and it will be refined at French-owned 
refineries, which have hitherto been 
negligible. Numerous foreign com- 
panies, including the very companies 
that are associated with France in the 
Mosul fields, now control the French 
market for petroleum products. They 
are thus compelled to finance competi- 
tin. Not only that but France has 
made such a differential in tariffs in 
favor or crude oil that the foreign com- 
panies are being forced to erect more 
refineries in France. 

From the standpoint of national in- 
terests France might be justified in her 
oil manipulations but the rest of - the 
world will suffer from her success. The 
Mosul fields will pour their petroleum 
into the present oil surplus, prices will 
be forced down and every American 
oil interest and every American in- 
vestor in oil shares will pay for the 
French coup. It is not impossible that 
the recovery of the whole oil industry 
the world over will be long delayed by 
It. 


Space does not suffice to go into 
the long story of how France uses her 
tariffs and their administration and all 
sorts of internal laws and regulations to 
close the French market to foreign 
goods except the raw materials she re- 
quires. Suffice it to say that already 
there is a host of American branch fac- 
tories in France contributing to France’s 
industrial expansion. 


There is good reason to believe that 
when the world stabilizes politically 
and industrially again, France will be 
on the job with similar selfish policies 
applied overseas to backward countries 
needing funds and ready to trade their 
Taw materials for France's finished 
products. Even the United States may 
find that she is up against a dangerous 
Competitor in the foreign loan market, 

gerous because not only of her 
ancial resources but of the close alli- 
ance between French business and the 
French government working hand in 
hand for the glory and profit of 
mg Every French loan will buy a 


_ Taking this prospect into considera- 
ton with the possibilities of the French 
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INTERNATIONAL PAPER AND POWER CORP. 
The annual reports of this corporation and 
its principal power subsidiaries covering 
operations for the year 1980 and including 
maps showing location, number and kind of 
properties, territories served and undevel- 
eped resources are ready for distribution. 


Ask for 888. 
“A CHAIN OF SERVICE” 

describes and illustrates the history and 
development of the Associated Gas and 
Electric System. A complimentary copy 
will be forwarded simply by requesting 


884. 

UNITED GAS IMPROVEMENT 
An interesting analysis on this important 
public utility has been issued by McClure, 
Jones & Co., members New York Stock Ex- 
change, and will be forwarded without ob- 
ligation. (885). 

UNITED CORPORATION 
A utility holding corporation. A recent 
study of United Corporation has been issued 
by Theodore Prince & Co., members New 
York Stock Exchange. Copies may be had 


on request. (886). 

UTILITIES POWER & LIGHT CORPORATION 
The Class A stock of this corporation has 
been analyzed by Morrison & Townsend, 
members New York Stock Mxchange, in a 
Review just published. Copy without 
charge upon request. (887). 

REPUBLIC GAS CORPORATION 
G. BE. Barrett & Co. have compiled detailed 
information on the 1st Lien Collateral 6% 
Convertible Bonds, Series A, due 1945, and 
also the Common Stock of this public 
utility. Ask for 889. 

INVESTOGRAPHS! WHAT ARE THEY? 
Charts showing progress of earnings and all 
important supplementary data on 250 Stock 
Exchange listings. Also tables giving a 
complete exposition concerning actual op- 
erations of companies under consideration. 
Explanatory booklet 888 upon request. 

PAINE WEBBER INVESTMENT REVIEW 
The current issue d the case for 
secondary bonds. A copy will be forwarded 
without obligation upon request. (890). 

(See page 357) 
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COMFORT, 
CONVENIENCE 


and 
GOOD FOOD 


4-Station Radio in Every Room 


In Cleveland It’s 
THE HOLLENDEN 


ELMER HOGREN, Mer. 
1050 Rooms . $3.00 Upwards 
In Columbus It’s 
‘THE NEIL HOUSE 


TOM SABREY, Mgr. 
' 655 Rooms . $2.50 Upwards 


In Akron It’s 
THE MAYFLOWER 


C. J. FITZPATRICK, Mgr. 
450 Rooms - $3.00 Upwards 
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IMPORTANT ISSUES 
Quotations as of June 18, 1931 


1931 
Price Range 


ee 
Name and Dividend High low 


Aluminum Co. of Amer 

Amer. Commonwealth Pr-A 
(Stk, 10%) 

Amer. Cyanamid ‘‘B’’ 

Amer. Dept. Stores 

Amer. & Foreign Pwr. War. 

Amer. 

Amer. 

Amer, 

Assoc. 


Laundry Mach, (2). re. | 


. El. 
Cities Service (.30) 
Cities Service Pfd. (6) 
Commonwealth & South, War. 
Oom. Water Ser. (.12%).... : 


Elec, Bond Share (6% stk.). 
Ford Motor of France (.37%%) 
Ford Motors, Ltd. (.36%)... 
Fox Theatre A 

Gen. G. & 3 Conv. Pfd. B (6). 


T 
Gulf Oil (1.5)......eeeeeeeee 1544 


colonial empire, which is treated as a 
preserve for French commerce it may 
well turn out to be that the spectacular 
recovery of France and her meta- 
morphosis into a modern industrial 
state will add enormously to the 
world’s international trade problems. 
On the other hand, there is the pros- 
pect that trade, always tied up to 
national political policy, will find itself 
hobbled, and that one day France will 
find that the post-war application of 
her traditional policy will come such a 
crouper as did her political loans to 
Russia and the Ottoman Empire, whose 
collapse cost France billions of dollars 
of investments forever lost. In any 
event, for the present, the world will 
have to keep an eye on France and its 
hand on its pocket book. 








Aftermath of the Foreign 
Loan Orgy 
(Continued from page 279) 








even tried to outdo our continental 
friends. 

As was intimated above, a careful 
analysis of many of the foreign loans 
which have already defaulted, or which 
are on the verge of default, will, as a 
rule, reveal that the lender is as much 
to blame as the borrower, if not more 
80. 
Some instance of foreign financing, 
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1931 : 
Price Range 
—— 


Name and Dividend 


Hudson Bay M. & 
Humble Oil (2%) 
Insull. Invest. Inc, (6% stk.) 
Internat. Pet. (1) 
International Utilities B 
Lone Star Gas (new) (.88).. 25 
Mid West Util. (8% stk.)... 
Mo., Kansas Pipe Line 
New Jersey Zinc (3) 
Niagara Hudson Power (.40) 
Niagara Hudson Pwr. A war. 
Do B war. 
Pennroad Corp. (.20) 
Public Util. Holding Corp, of 
Amer. (x. w.) 
St. Regis Paper (.60) 
Salt Creek Producers (1.40). 
Selected Industries 
Standard Oil of Ind. (2).... 
Standard Oil of Ky. (1.60).. 
Stutz Motor Car 28 
Transcontinental Air Trans.. % 
Trans Lux 1 
United Founders 1 
United Lt. & Pow. A (1)... Vy 
United Gas Corp 11 
U. 8. Elec. Pwr. (w. w.)... 
Utility Pow. & Lt, (1.02%). 
Vacuum Oil (2) 


as practiced by our European friends 
in the course of the past century, are 
of interest in this connection: 

A Latin American republic was 
“successful” in contracting a loan of 
about $3,800,000 at 6 per cent, for 
which she was to get $2,100,000. Of 
this amount, the contractor was to de- 


duct, as a commission, $500,000, the. 


republic agreeing to pay 25 annuities 
of about $295,000, or a total of $7,- 
400,000. In passing, it may be stated 
that the government maintained (and 
probably rightly) that it had received 
altogether the impressive sum of $190,- 
000. Even if we accept the figure of 
$1,056,000, which the contractor 
claimed the government had received, 
the country was expected to pay almost 
30 per cent. Is not a loan of this type, 
or, rather, a loan contracted on such 
terms, bound to default? And of 
course it subsequently did. 

A South American republic “suc- 
ceeded” in obtaining a £2,000,000 
loan at 6 per cent interest, which was 
offered to the public at 84 per cent. 
It has been stated quite authoritatively 
that, after deducting commissions and 
interest for two years in advance, all 
that was left of the loan was £640,000, 
which sum was to be employed towards 
the purchase of a so-called navy and 
military stores. For the privilege of 
doing business with British bankers, 
the country in question was obliged to 
pay almost 20 per cent for money 
which it never received. 

The enthusiasm of Great Britain 


over the attempt of a Southeastern 
European nation to establish its inde. 
pendence, also appears to have been 
rather well rewarded. A 5 per cent 
loan to the amount of £800,000 was 
underwritten on behalf of the freedom, 
loving neighbor, and bonds were of- 
fered for subscription at 56! per cent. 
In the following year, a 5 per cent 
loan of £2,000,000 was offered at 59, 
It has been stated that, of the second 
loan which was to help the nation re- 
gain freedom and its former glory, only 
£275,000 reached the country. In 
other words, the borrower was paying 
almost 33 per cent for money which 
was to enable him to become independ- 
ent, and British enthusiasts did not 
hesitate to accept almost 33 per cent 
for the privilege of “aiding” the coun- 
try in its efforts. 

The charitable disposition of our 
British friends was also in evidence in 
the Far East. 


A loan contracted in London on be- 
half of an Asiatic country, to the 
amount of about $5,875,000, yielded 
about $1,875,000. Bonds bore interest 
at the rate of 9 per cent per annum, 
so that the country paid over 28 per 
cent on the funds received; while the 
yield on the bonds to maturity ex- 
ceeded 32 per cent. A second loan, to 
the amount of about $18,000,000, was 
contracted four years later at 7 per 
cent, and yielded the government a net 
sum of $5,375,000. The current yield 
on this transaction was 23.33 per cent, 
and the yield to maturity in excess of 
26 per cent. 

It is from examples such as the above 
that many of our underwriters derived 
inspiration, and it is probably due to 
the tacts employed by our Continental 
European friends that led our bankers 
into a financing orgy that subsequently 
led Washington to formulate a certain 
policy in regard to American invest: 
ments abroad, which was made public 
in the Spring of 1922 in the form of a 
statement issued by the State Depart 
ment, and providing as follows: 

“The flotation of foreign bond issues 
in the American market is assuming an 
increasing importance and on account 
of the bearing of such operations upon 
the proper conduct of affairs, it is 
hoped that American concerns that 
contemplate making foreign loans will 
inform the Department of State in due 
time of the essential facts and subse: 
quent developments of importance. Re: 
sponsible American bankers will be 
competent to determine what informa: 
tion they should furnish and when it 
should be supplied. * * * 

“The department will then give the 
matter consideration and, in the light 
of the information in its possession, 
endeavor to say whether objection to 
the loan in question does or does not 
exist; but it should be carefully noted 
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that the absence of a statement from 
the department, even though the de- 
partment may have been fully in- 
formed, does not indicate either ac- 
quiescence or objection. * * * 

“The department believes that in view 
of the possible national interests in- 
volved it should have the opportunity 
of saying to the underwriters con- 
cerned, should it appear advisable to 
do so, that there is or is not objection 
to any particular issue.” 

Examination of many of the foreign 
loans contracted in this market and 
held by ‘American investors, leads the 
writer to believe that regulation of 
terms of loan contracts will prove 
much more effective than supervision of 
loans, because the publication of ruin- 
ous terms to lenders would discourage 
buying bonds contracted on terms 
which invite default. Bankers, as a 
rule, do not care to handle loans which 
cannot be sold readily. 








Companies Whose Business 
Rises With the Temperature 
(Continued from page 302) 








into the solid form. It had been hoped 
that this investment would prove im- 
mensely profitable for the product un- 
doultediy faces the brightest of fu- 
tures. The Supreme Court, however, 
has ruled adversely on a patent in- 
fringement suit brought by the Dryice 
Corp. and others with the result that 
the company’s field is less free from 
competition than had been thought. 
In addition to the things already 
enumerated, the hot-weather habits of 
the American public demand vast quan- 
tities of gasoline, hot dogs and—laugh 
if you like, but it is true for all 
that—face powder. The prospects of 
all these, however, are dependent 
upon factors which have ousted the 
weather in importance and the most 
that the latter can do for them is either 
to aid or deter. The prosperity of the 
gasoline interests, for example, depends 
upon whether or not the present cut- 
throat competition within the industry 
itself can -be curtailed despite the fact 
that a hot summer would materially aid 
the situation by its action in reducing 
stocks. In regard to sausages the cry- 
ing need of the business, at least in the 
case of Adolf Gobel, Inc., appears to 
be a remedy for buying meat at high 
prices, manufacturing it and then sell- 
ing the resultant »roduct at a loss. If 
this much-to-be-desired object could be 
achieved then the state of the weather 
would again become a factor in the 
company’s business. Face powder is 
so involved in other toilet preparations, 
having a more or less steady year-round 
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demand, that it is difficult to link it to 
the seasons although it is noticeable 
that a number of companies engaged in 
its production generally report earnings 
for the third quarter of the year higher 
than for the other similar periods if 
reasonable allowance be made for such 
a factor as the depression. 

The weather for the actual holder of 
securities or those contemplating a pur- 
chase is often a matter of great impor- 
tance not only upon the obvious indus- 
tries such as agriculture and certain 
railroads, but also upon many homely 
every-day articles in common use and 
the best of it is that it is a factor which 
cannot be misrepresented in any way. 
It requires no expert accountant to in- 
terpret its balance sheets and decipher its 
earnings statements; it can be taken at 
its face value and the average man may 
rest assured that if he finds it necessary 
to partake of several cold drinks daily, 
or if the ice appears to melt with an 
almost inconceivable rapidity, all the 
families in the district are having the 
same experience—to the great benefit 
of the companies catering to them. 
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Market Strength Is on Trial 
(Continued from page 273) 











is a very real danger that another rally 
may be mistaken for the beginning of 
a genuine and sustained advance in 
securities. It is a danger which the 
conservative investor cannot ignore, 
even though he may have to pay a 
moderate premium in the form of high- 
er prices by waiting for assurance of 
reasonable safety in making commit- 
ments. The formulation of a specula- 
tive point of view, always hazardous, 
has been made even more difficult by 
the shift of front at Washington. It 
is likely, however, that any decline 
during July would attract a consider- 
able amount of speculative accumula- 
tion on the hope of a Fall rally. Such 
strategy, if at all successful, would 
make it possible to employ stop-loss 
protection in August or September, 
thus reducing the risk of attempting to 
guess in advance what the autumn out- 
come will be. 

Meanwhile necessary banking liqui- 
dation is continuing, the failures of 
banks of substantial size in Chicago, 
Pontiac, Toledo and Indianapolis serv- 
ing to remind us forcibly that we are 
not yet entirely out of the woods of 
inflation sprung from the 1928-1929 
boom. Many of these insolvencies are 
directly related to an unfortunate situ- 
ation in real estate loans. One result 
of such a frozen burden is the expedi- 
ent selling of holdings which command 
a market. Thus, the real estate prob- 
lem presses upon collateral loans and 


these, despite the banking gesture of 
lowered margins, continue to be liqui- 
dated. In a year the total has been 
reduced by $1,700,000,000, but it re. 
mains at the imposing figure of $6, 
800,000,000, leaving room, obviously, 
for further shrinkage. 

Two recent favorable developments 
merit attention. There has “cen some 
increase in demand for consumption 
goods. This is a start in the right 
direction, but continues to be out: 
weighed by depression in more basic 
indexes, including steel, car loadings 
and electric power production. Sec. 
ondly, at this writing for the first time 
in more than three months commodity 
prices have experienced a week of sta- 
bility in average level. The change 
may or may not be significant but is 
worth careful watching in coming 
weeks because the halting point is that 
of the 1913 price line and, statistically 
at least, marks the complete correction 
of the war era inflation. 
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Facts, News and 
‘Comments 


W. E. J. Luther of the firm of 
Craig, Luther & Irvine has been elected 
chairman of the Montreal Stock Ex- 
change, succeeding F. S. Mathewson 
who has held the office for the past 
year. 


* * * 


Nathaniel S. Greene and Herbert L. 
Perkins have formed the partnership 
of Greene & Perkins, 63 Wall Street, 
New York, to transact a general bro- 
kerage business in investment securi- 
ties. 


* * * 


Frederick R. Bauer and Davenport 
Pogue have announced the formation 
of Bauer, Pogue & Co., to transact a 
general securities business with offices 
at 120 Broadway, New York. Wilton 
Puder is to be associated with them in 
charge of wholesale distribution. 


* * 


Humphrey B. Neill, formerly a vice 
president of the Wetsel Market Bu- 
reau and author of Tape Reading and 
Market Tactics, and Buchanan Tyson, 
who has been associated with the 
Alexander Hamilton Institute as an in 
structor in corporate finance, account 
ing and business organization and as 
investment analyst and editor of the 
Institute’s bulletin, Market Trend 
Forecaster, announce the formation of 
Neill-Tyson, Inc., investment counsel, 
with offices at 366 Madison Avenue, 
New York. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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FINANCIAL NOTICES 
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Dividends and Interest Dividends and Interest Dividends and Interest 











Public Service Corporation 
iets of New Jersey e 
CANADA DRY Dividend No. 96 on Com- American 


mon Stock Commonwealths 


Ginger Ale, Incorporated Dividend No. 50 on 8% e 
A Delaware Corporation Cumulative Preferred Stock Power Corporation 
; Dividend No. 34 on 7% New York Grand Rapids St. Louis 
Dividend Notice Cumulative Preferred Stock mea " 
Dividend No. 12 on $5.00 Dividend Notice 


At the meeting of the Board of Directors C 
Canada Dry Ginger Ale, Incorporated, Cumulative Preferred Stock Thies Skioa: an * ndbeass “ok Doe 


held June 16, 1931, a regular quarterly The Board of Directors of Public Commonwealths Power Corporation has 
dividend of seventy-five cents ($.75) per Service Corporation of New Jersey has declared the following dividends: 
share was declared, payable July 15, 1931, declared dividends at the rate of 8% PREFERRED STOCK 
to stockholders of record at the close of per annum on the 8% Cumulative Pre- rhe regular quarterly dividend of $1.75 per 
business July 1, 1981. ferred Stock, being $2.00 per share; at cae on ie First Preferred stock, | fries A. 
the rate of 7 er annum on the 7% payable August 1, , to stockholders o' 
R. W. SNOW, Secretary. Cumulative PM aad Stock, being $1.75 record at the close of business July 15, 1931. 
per share; at the rate of $5.00 per an- The regular quarterly dividend of $1.62 
num on the non par value Cumulative pe a ng See Saetel Dene 
f % 1.2 share, » payable August I, 1, 
SOUTHERN RAILWAY COMPANY Ti ae sen cr ee ee stockholders of record atthe close of busines 
4 1931, 1 the quarter bac de : oe 

sedi gage Sading June 80, 1981, All dividends The regular quarterly dividend of $1.50 
ee eee are payable June 30, 1931, to stockhold- x share on. the First Preferred stock, $6 
A dividend of one and one-quarter per cent. ers of record at the close of business ividend Series of 1929, payable August 1, 
(1%%) on the preferred stock of Southern Rail- June 1. 1931 % bs lod Mo mae ry record at the close 
way Company has today been declared, out of net ivie a ’ aS 
profits of the Company for the fiscal year 1930, eivaa ae yg Tee oggpeigy I a The regular quarterly dividend of $1.75 
payable July 15, 1981, to stockholders of record day of each month. (soa mat same ae nee. 
at the close of business June 22, 1931. T, W. Van Middlesworth, Treasurer. holders 4 eed ata “iu ck — 

COMMON STOCK July 15, 1931. 

COMMON STOCK 


A dividend of thirty-five cents per share on the ° © * 
common stock of Southern Railway Company has P ublic Service Electric and The regular quarterly dividend of 1/40 


today been declared, out of the surplus of net Gas Company a See as ee it tee pay 


profits of the Company for the fiscal year 1930. ~— 
This is in addition to the $1.65 per share declared Dividend No. 28 on 7% share of Class A and Class B Common stock, 


December 11, 1930, out of the surplus of net profits Cumulative Preferred Stock - B sg eng a at the close of 
for 1929, payable August 1, 1931, to stockholders Dividend No. 26 on 6% Ww ol nl avid ale cain tid Mees, 


of record at the close of business July 1, 1931, ° . . i 
making $2, per share so payable pie 1,’ 1931. Cumulative Preferred Stock tional shares Scrip certificates for such frac- 


Cheques in payment of these dividends will be The Board of Directors of Public tions will be issued which can, at the option 
mailed to all stockholders of record at their ad- Service Electric and Gas Company has A. stockholders, be consolidated into 
dresses as they appear on the books of the Com- declared the regular quarterly dividend Ft shar ny Pd the purchase of additional 
pany unless otherwise instructed in writing. on the 7% and 6% Preferred Stock of tenihold a ~ Company will assist 

0. B. A. McCARTHY, Secretary. that Company. Dividends are payable aoa” purchase of additional 

June 80, 1981, to stockholders of record . 

at the close of business, June 1, 1981. Checks and stock certificates 
Treasureg, 


% in payment of dividends will 
BAYUK CIGARS INC, |__*™ iT" pee Tang 
Apert VERMEER, Treasurer. 
A ssi: aaa aa on the First ] H srsneantencac 
Preferred stock of this corporation was declared The Cudahy Packing Company eee 
ghee Be ie to stockholders of record Chicago, Ill., June 19, 1931. 
e 
m fhe Common stock of this corporation was | ib posta of, Directors, hae, thie, day de 
= parton ho a % s, 95t. po crgger Dollar ($1.00) per share on the outstanding PACIFIC GAS AND ELECTRIC CO. 
: 3 s . Common §& of Fifty Dollar ($50.00) par 
John O. Davis, Secretary value, popes Ptr 15, 1931 to stock of rec- DIVIDEND NOTICE 


June 19, 1931, ord July 
A. W. ANDERSON, Common Stock Dividend No. 62 


. Secretary. 
A regular quarterly cash dividend for the 
AIR REDUCTION Cco., INC. three months’ period ending June 30, 
Lincoln Bldg., 60 East 42nd St., New York. WESTERN UNION TELEGRAPH CO. ig peng Pp, 5% of it — valne oe 
at the rate o per annum), wi pai 
: June 10, 1931. New York, June 9, 1931. upon the Common Capital Stock nhs Ahite 
% DIVIDEND NO. 57 DIVIDEND NO. 249 Company by check on July 15, 1931, to 
iecheee nt of Directors of this Company has A dividend of TWO PER CENT. on the Capital shareholders of record at the close of 
re ared the regular quarterly dividend of $.75 per | stock of this Company has been declared payable business on June 30, 1931. The Transfer 
po Ae the Capital Stock of the Company, pay- | on the 15th day of July next, to stockholders of Books will not be closed. 
* a 15, 1931, to stockholders of record June | record at the close of business on the 25th day of : Foote, Secretary-Treasurer. 
: : June, 1931, P ° : 
R. B. DAVIDSON, Secretary. The transfer books will remain, open. San Francisco, California. 


G. K. HUNTINGTON, Treasurer. 
























































UNITED VERDE EXTENSION MINING 
COMPANY Th Y Rai le 
233 eres New York, N. Y. Ce ae on ap 


Dividend No. 6 June 11th, 1981 New York, June 10, 1981. 
A dividend of Twenty-five Cents per share on A Dividend of One Dollar and Fifty Cents Bangor and Aroostook 


“ outstanding capital stock has been declared, ($1.50) per share on the capital stock of this Com- ‘ 
— August Ist, 1981, to stockholders of record | pany has been declared payable August 1, 1931, Railroad Company 
nae Close of business July 2nd, 1931. Stock at the Office of the General Treasurer, to stock- , 
nsfer books do not close. holders of record at the close of business June 26, Preferred Dividend No. 46: The regu- 
C. P. SANDS, Treasurer. 1931. lar quarterly Dividend of One Dollar 


= H. G. SNELLING, General Treasurer. and Seventy-five Cents ($1.75) per 


F AMERICAN TYPE FOUNDERS COMPANY “© share; and 
Jersey City, N. J.,June 17,1931 MAGMA COPPER COMPANY Common Dividend No. 73: A Dividend 
} A quarterly dividend (No. 117) of one and three- 4 Dividend No. 39 of Eighty-seven (87) Cents per share, 
dividend of Twenty-fi Cents sh hi : : ° 
wink pHa on Ge wek of this Rane war will be paid on July 1, 1931 9 
able July 15, 1931, to stockholders of record at To Stockholders of Record at the close 


rd 

at the close of busi July 3, 1931. Check . 

, by The Bank pig een By Transfer hoo. Che HERS qe SEES PEE - a mesial of business, May 29, 1931. 
. '? 


’ mailed Trea: 
44 Wall Street, New York City. 
WALTER S. MARDER, Secretary June 18, 1981 = 
5 ° 
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Specially Reduced Prices 


on STANDARD BOOKS 


Published by THE MAGAZINE OF WALL STREET 


6 Kehoe eleven selected volumes completely cover 
every phase of modern security trading and 
investing. Written in a concise, easily understand- 
able manner, they give you the result of years of 
research and successful market operation—the fore- 
most tried and proven methods and the important 
fundamental principles which you can apply to your 
individual needs and successfully determine how, 
what and when to buy and when to sell. 


Whether you are an odd-lot buyer or deal in hun- 
dreds and thousands of shares—whether you are a 
long-pull investor or a day-to-day operator, you 
should read these books and have them for constant 
reference. They may easily make or save thousands 
of dollars for you—they should surely bring you a 
return of many times their moderate cost. 








The prices quoted below are the lowest at which | 
these books have ever been offered. Orders 
will be filled as they are received. We suggest, 
therefore, that you mail your order at once. 


The entire 11 books are uniform in size and style, profusely 
illustrated with charts, graphs and tables, replete with 
preston! examples and suggestions. They are all richly 
ound in dark blue flexible fabrikeid, lettered in gold, and 
will make a handsome addition to any baokcase or library. 











Library of Trading and Investment Fundamentals No. 6. The Business of Trading in Stocks. 
No. 7. How to Secure Continuous Security Profits in 








No. 1. F ing i 
oO ourteen aa of Operating in the Stock mee wg ae 
“4 ze bay and a Broker. me The Businessman-Investor’s Library 
i. 2. en to to Assure Profits . : : 
ae s : No. 8. Financial Independence. at Fifty. 
No. 4. Studies in Stock Speculation. No. 9. Necessary Business Economics for Successful 
Investment. 
ae eS SS Seretit No. 10. Cardinal Investment Principles upon which 
No. 5. The New Technique of Uncovering Security Profits Depend. 
Bargains. No. 11. The Investor’s Dictionary. 
Individual Price of 2 
Rieck |. Saeee Special Offer 
When Sets of 2 or Complete Lib f 
plete Library o 
mee a $1 50 Entire 11 Books. $15. 
. vacn.. ® 
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THE MAGAZINE OF WALL STREET June 27, 1931 All orders outside of the Continental U. ae 
if must be accompanied by full remittance. 
42 Broadway, New York, N. Y. LEASE send me books as listed above: Nos. me 
: -8-9-10-11. i ired, itting $2. 
PLEASE send me your Complete Library of 11 Standard if capa . otleret or 4150 — = oie st two nd more 
Books on Security Trading and Investing. books are ordered.) 
1 $15 Enclosed. [)C. O. D. $15. 2) Seep Enclosed. [JC. O. D. $...... 
RMR CIACR ais ¢ Sosy OA « Se eteweh RGERUL Los cbs cede sSecccn vewce SM cals 35s vw.s'sies baida's Sats 0. Oe panipehie Monee men ees ae eAnae® =< 50a 
ON co inte vo hnd bth wie heb heat and be ks val oKEUa TERED OWES CR REE Ee EEE ere re te ka: 


(1) Please mail me without obligation descriptive circular on above books. 
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-Pacific Gas and Electric Company 





San Francisco, California 


The Company operates in forty-five counties in Northern and Central California, with an area of 


85,000 square miles and a population exceeding 2,750,000. 


In this field, one of the most rapidly 


growing sections in the country, it serves 618 cities) and towns, and an extensive and diversified 


rural area. 


energy, twenty-four per cent from gas sales, and two per cent from minor activities. 


COMPARATIVE INCOME ACCOUNT—5 YEARS 


Year 1930 
$77,369,388 


Gross Revenue (incl. Miscellaneous Income). . 
Operating Expenses, Taxes (including Federal 
Taxes), Maintenance and Reserves for Insur- 


Year 1927 
$58,395,812 


Year 1928 
$61,788,079 


Year 1929 
$64,820,894 


ance, Casualties and Uncollectible Accounts. . 


Bond Interest and Discount 


Reserve for Depreciation 


33,925,139 


31,247,790 


31,759,205 


30,596,845 


In 1930, seventy-four per cent of its revenues were derived from sales of electric 


Year 1926 
$51,125,990 


29,654,475 





$43,444,249 
13,014,768 


Net Income 


$33,573,104 
10,354,984 


$30,028,874 
10,659,216 


$27,798,967 


11,034,372 , 


$21,471,515 
8,383,425 





$30,429,481 
8,866,036 


$23,218,120 
7,477,634 


$19,369,658 
5,967,320 


$16,764,595 
5,378,545 


$13,088,090 
4228, 850 





$21,563,445 
159,304 


Surplus 


Deduct Earnings of Subsidiary Companies prior 
to Acquisition 


$15,740,486 


$13,402,338 


$11,386,050 


$ 8,859,240 





$21,404,141 
6,537,127 


$15,740,486 
4,840,565 


$13,402,338 
4,601,630 


$11,386,050 
4,384,858 


$ 8,859,240 
3,488,880 





$14,867,014 
9,691,164 


$10,899,921 
6,191,892 


$ 8,800,708 
5,550,574 


$ 7,001,192 
4,892,352 


$ 5,370,360 
4,119,970 





Balance $ 5,175,850 


$ 4,708,029 


$ 3,250,134 


$ 2,108,840 


{ Preferred. . 


% Earned on Average Stock 
? Common .. 


Outstanding during each year 


19.96% 
12.27% 


16.58% 


17.51% 
11.45% 


12.68% 


19.21% 
14.08% 


CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1930 


ASSETS 
Plants and Properties 
Investments 
Discount and Expenses on Capital Stocks. 
Trustees of Sinking Fund 
Current Assets: 
Cash 


$628,477,965 
4,455,920 
1,622.503 
1,123,738 


$12,037,643 
16,909,549 28,947,192 
Unamortized Bond Discount and Expenses 
and Undistributed Suspense Items 20,060,149 


Total Assets $684,687,467 


LIABILITIES 


Common Stock 
Preferred Stock 
Preferred Stocks of Subsidiaries 
Common Stock of Subsidiaries 
* Funded Debt in Hands of Public 
* Current and Accrued Liabilities 


Other Reserves . 
Surplus Unappropriated 





Total Liabilities 


RECORD OF TEN YEARS' GROWTH 


Gross 
Oper. Revenue 


$34,481,960 


50,960,571 
57,893,181 
61,449,592 
64,440,588 
76,578,470 


Year Ended 
Dec. $1 


Number of 
Consumers 
Dec. 31 


569,359 


874,724 
967,717 
1,004,340 
1,038,546 
1,244,606 


Sales of 
Electricity 
K.W.H. 


1,042,266,000 


1,514,981,000 
1,657,965,000 
1,774,222,000 
1,948,656,000 
3,286,619,000 


Sales of Gas 
Cubic Feet 


10,644,650,000 


17,482,206,000 
20,214,834,000 
21,058,369,000 
22,041,346,000 
23,017,230,000 


Reserve for Renewals and Replacements. 


$ 1,250,390 


15.23% 
10.42% 


$141,855,332 
93,149,157 
37,405,700 
221,070 
310,925,100 
22,590,997 


. 47,307,592 


4.633,351 
26,599,168 


$684,687,467 


Number of 
Stockholders 


Dec. 31 
14,020 


39,149 
46,068 
49,068 
61,131 
67,430* 








Gain in Ten Years $42,096,510 
Increase, Per Cent 122.08% 


* Excluding stockholders of affiliated companies, 


12,372,580,000 
116.23% 


675,247 
118.60% 


2,244,353,000 
215.33% 


53,410 


380.96 % 


Copies of the Annual Report, including Income and Surplus Accounts and Balance Sheet, certi- 
fied by Messrs. Haskins & Sells, Certified Public Accountants, may be obtained on application 
to D. H. Foote, Vice-President and Secretary-Treasurer, 245 Market St., San Francisco, Calif. 


Inquiries regarding the Company are invited. 
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tice OPERATION, with its service to varied geo- 
graphical and industrial areas, again benefited the As- 
sociated Gas and Electric System in 1930 as during the 
past decade. The 1930 Annual Report now avail- 
able, shows that whereas widespread business reces- 
sion brought curtailment in some Associated proper- 
ties, it was offset by gains elsewhere. 


3.3% Gain in Earnings—Gross earnings during 
1930 were $112,147,615, a 3.3% increase; net earn- 
ings $54,665,372, a 3% increase. These gains were 
for the same properties during the entire period. 


Increase in Output—These gains are due partly 
to increases of 1.4% in electric output and 1.7% in 
gas sendout. 


43,258 New Customers—Part of this increased 
output may be attributed to 43,258 new customers, 
which made a total of 1,430,681 served. While the 
present Associated properties served 3.7% of the 
total electric customers in the United States and 
Possessions at the end of 1929, their gain was 7.7% 
of the total gain by the industry during 1930. 


23% More Appliances—Greater output was aided 
by sales of domestic gas and electric appliances total- 
ing $9,464,264, a gain of 23% over 1929. Electric 
current sold per residential customer increased 
10.3% during the year; gas 1.3%. 


$32,000,000 for Construction—Construction dur- 
ing the year included completion of four outstanding 
projects: Saluda River hydro-electric project in South 
Carolina, capacity 130,000 kilowatts; Botocan Falls 
hydro-electric plant in the Philippines, 16,000 kw.; 
Gilbert station in New Jersey, 55,000 kw.; Worcester 
Gas plant in Massachusetts, capacity 14,700,000 cu. 
ft. daily. 


220,484 Security Holders — Total registered 
security holders increased by 30,345 to a total of 
220,484. Nearly half of these are users of Associated 
gas and electricity. Progress was also made in the 
plan of retiring security issues of subsidiaries and 
financing largely through issues of the parent com- 
pany. Since 1925 there have been retired 124 un- 
derlying issues and 3 parent company issues under 
a plan of simplifying the Associated financial struc- 
ture. 


The Associated Gas and Electric Company, principal 
unit of the System, had gross earnings equal to 83.5% 
of the System total during 1930. Company figures as 
of December 31st, were:— 


$93,623,052 
439449,720 
1,122,167 


Gross earnings . ; 
Net earnings after depreciation 
Customers served . . . « «© os 


A recent Associated System advertisement, “Leading 
the Downward Trend in Prices,” shows the cost of elec- 
tricity steadily declining. That the System continues 
to record uninterrupted gain in gross and net earnings 
in spite of this trend, indicates larger use by customers 
and economies in System operation. 


Full annual report, including data of interest on the entire 
System, may be obtained by writing to the address belou 


Associated Gas and Electric System 


61 Broadway ais Caen New York City 











